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ORDERS OF REFERENCE 
Turspay, April 10, 1951. 


Resolved,—That a Sessional Committee on Railways and Shipping owned, 


_ operated and controlled by the Government, be appointed to consider the 
accounts and estimates and bills relating thereto of the Canadian National Rail- 


ways, the Canadian National (West Indies) Steamships, Limited, and Trans- 
Canada Air Lines, saving always the powers of the Committee of Supply in 


relation to the voting of public moneys; and that the said Committee be 


empowered to send for persons, papers and records and to report from time to 
time, and that notwithstanding Standing Order 65, in relation to the limitation 


of the number of members, the said Committee consist of Messrs. Benidickson, 
- Bourget, Carter, Cavers, Clark, Follwell, Fraser, Fulton, George, Gillis, Gosselin, 
Hatfield, Healy, Helme, James, Knight, Macdonald (Edmonton East), Mac- 
~ donnell, McCulloch, McLure, Mott, Mutch, Picard, Pouliot, Thomas. 


: Wenpnespay, April 11, 1951. 
Ordered,—That the Annual Reports for 1950 of the Canadian National 


Railways, the Canadian National (West Indies) Steamships, Limited, the 
- Canadian National Railways Securities Trust, and Auditor’s Report to Parlia- 
- ment in respect to the Canadian National Railway System and the Canadian 


National (West Indies) Steamships, Limited, tabled on April 3, 1951, and the 


J 7 Budget of the Canadian National Railways and Canadian National (West 


Indies) Steamships, Limited, for 1951 tabled this day, be referred to the said 
Committee together with the following items of estimates for 1951-52: 
Vote 493—Prince Edward Island Car Ferry and Terminal—Deficit 
Vote 495—Canadian National (West Indies) Steamships, Limited— 
| Deficit 
Vote 501—-Maritime Freight Rates’ Act—Payment of 20% reduction 
in tariff of tolls to Canadian National Railways and other | 
Railways operating in territory fixed by the Act. 


And that the resolution passed by the House on March 12, 1951, referring 
certain estimates to the Committee of Supply, be rescinded insofar as the said 
resolution relates to Votes Nos. 498, 495 and 501. 

That the Annual Report of Trans-Canada Air Lines for the year ended 


~ December 31, 1950, tabled on March 19, 1951, and the Auditors’ Report to 


Parliament for the year ended December 31, 1950, in respect of Trans-Canada 


Air Lines, tabled on March 20, 1951, be referred to the said Committee. 


_Ordered,—That the name of Mr. Cleaver be substituted for that of Mr. 
Clark on the said Committee. 


Ordered,—That the quorum of the said Committee be reduced from thirteen 


to eight members. 


Ordered,—That the said Committee be granted permission to git while 
the House is sitting. 

Ordered,—That the said Committee be empowered to print, from day to day, 
700 copies in English and 200 copies in French of its minutes of proceedings 
and evidence, and: that Standing Order 64 be suspended in relation thereto. 


Attest. 
LEON J. RAYMOND 


Clerk of the House. 
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REPORT TO THE HOUSE 
THurspay, April 12, 1951. 


The Sessional Committee on Railways and Shipping owned, operated and 
controlled by the Government begs leave to present the following as its 


First Report 
Your Committee recommends: 
1. That its quorum be reduced from thirteen to eight members. 
2. That it be granted permission to sit while the House is sitting. 


3. That it be empowered to print, from day to day, 700 copies in English 
and 200 copies in French of its minutes of proceedings and evidence, and that 
Standing Order 64 be suspended in relation thereto. | 


_ All of which is respectfully submitted. 


HUGHES CLEAVER 
Chairman. 


MINUTES OF PROCEEDINGS 


Tuurspay, April 12, 1951. 


| 
4 
q 
. 
: The Sessional Committee on Railways and Shipping owned, operated and 
' controlled by the Government held an executive meeting at 11 o clock. 

| 


7 M embers present: ‘Messrs. Benidickson, Bourget, Carter, Cavers, Cleaver, 
_ Fraser, George, Gosselin, Healy, Helme, James, Knight, Macdonald (Edmonton 
{ - East), "McCulloch, MeLure, Mott, Pouliot, Thomas (18). 


. The Clerk of the Committee invited nominations for the election of a 


chairman. 


Mr. McCulloch moved, seconded by Mr. Cavers, that Mr. Cleaver be 
elected chairman. 


The question being put, Mr. ‘Cleaver was unanimously elected and took the 
chair. 

On motion of Mr. Macdonald (Edmonton East), 
i Resolved,—That the Committee recommend that its quorum be reduced 
_ from thirteen to eight members. 
: On motion of Mr. Knight, - 
| Resolved,—That permission be sought to sit while the House is sitting. 


On motion of Mr. Fraser, 
Resolved,—That the Committee ask leave to print 700 copies in English 
and 200 copies in French of its minutes of proceedings and evidence. 
Ordered,—That the chairman report accordingly. 
The election of a vice-chairman was deferred as was the appointment of a 
- sub-committee on agenda. 


4 


It was agreed to commence the study of the annual report of the Canadian 
National Railways (1950) on April 16 next. 


On motion of Mr. James, the Committee adjourned until Monday, April 
16, at 11 o’clock. 


oad 


Monpay, April 16, 1951. 


The Sessional Committee on Railways and Shipping owned, operated and 
controlled by the Government, met at 11 o’clock. Mr. Cleaver, the Chairman, 
presided. 


| Members present: ‘Messrs. Benidickson, Carter, Cleaver, Fraser, Fulton, 
George, Gillis, Helme, Knight, Macdonald (Edmonton East), McCulloch, 
McLure, Mott, Mutch, Thomas (15). 


In attendance: Honourable Lionel Chevrier, Minister of Transport; Mr. 
Donald Gordon, Chairman and President; Mr. 8. F. Dingle, Vice- President 
(Operation) ; Mr. T. V. Gracey, Comptroller: Mr. T. H. Cooper, Vice-President 
. (Finance) ; ‘Mr. S. H. May, Assistant Comptroller: Mr. J. A. McDonald, Special 
Assistant to the President; Mr. G. H. Lash, Director of Public Relations: 
~ Canadian National Railways. 
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Mr. J. C. Lessard, Deputy Minister of Transport, Mr. yn Me Collins, 
Executive Assistant and Secretary, Mr. W. A. Thorton, Executive Assistant, and 
A. Paradis. Lae A ae 


‘Mr. Donald Gordon was called. He read an introductory statement 
followed by the annual report of the Canadian National Railways (1950). 


Mr. Gordon was assisted by Messrs. Gracey and Dingle. 
‘It was agreed to defer his examination on the letter of transmittal. 


Statistical data relating to the hire of freight cars and to payments by 
C.N.R. and its subsidiaries for duty, currency exchange, ete., were tabled and 
ordered incorporated in the evidence. f 


It was further ordered to include in the evidence the tables beginning at 
page 24 of the report. 


The Minister of Transport gave forthwith the dates of the latest appoint- — 


ment of the directors. The dates of their original appointments will be supplied 
later. 


The witness was questioned at some length on the question of box cars. 


On motion of Mr. Macdonald, 
Resolved,—That Mr. McCulloch be appointed Vice-Chairman. 


On motion of Mr. Mutch, 


Resolved,—That Messrs. Fulton, Fraser, Gillis, James and McCulloch do 
compose, with the Chairman, a committee on agenda. 


At 1.05 o’clock, the Committee adjourned until 4 o’clock this day. 


AFTERNOON SITTING 
The Committee resumed at 4 0’clock. Mr. Cleaver presided. 


Members present: Messrs. Benidickson, Carter, Cleaver, Fraser, Fulton, 
George, Gillis, Healy, Helme, Knight, Macdonald (Edmonton East) Macdonnell, 
McCulloch, McLure, Mott, Mutch, Thomas (17). | 


In attendance: Same as indicated at the morning sitting. © 
The examination of ‘Mr. Gordon was continued. 


The witness gave the dates of original appointments of the directors of 
the Canadian National Railways. . 


The Chairman informed the members that for the balance of the week the 
meetings would be held in Room 368 in the other place. 


At 6 o’clock the Committee adjourned until 11 a.m., Tuesday, April 17. 


ANTONIO PLOUFFE, 
Clerk of the Committee. 
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EVIDENCE 
HOoUusE OF Commons, 
APRIL 16, 1951. 


: The Sessional Committee on Railways and Shipping met this day at 11:00 
am. The Chairman, Mr. Hughes Cleaver, presided. 


: The Cuairman: Gentlemen, we have a quorum, Shall we take first the 
annual report of the Canadian National Railways? Mr. Gordon. 
Mr. Donatp Gorpon, C.M.G. (President, Canadian National Railways): 
~ Mr. Chairman, I would like to make a brief introductory statement in connection 
_ with the form and style of this report. I must confess I find it hard to realize 
that over a year has passed since I first represented the Canadian National 
- management before this committee. It has been a busy and relatively prosperous 
year, but in many respects a troubled one, full of ‘dynamic changes. Some of 
these changes have appeared in personnel, removing some familiar names from 
the roster of our senior officials. Perhaps, by way of introduction, you might 
- turn to the listing of general officers shown on page 3 of the annual report. 
The retirement of two vice-presidents is reflected here. Mr. J. P. Johnson, 
vice-president, Western Region, retired on 1st October, 1950, and Mr. Alistair 
Fraser, vice-president, traffic, on March 15 of this year. Both of these officers 
served the interests of this company faithfully and well over a great many years. 
On 22nd October, 1950, Mr. Walter S. Thompson, who I am sure is known to 
many of you, retired as director of public relations, in which position his loyal 
and effective service to the company earned the gratitude of successive manage- 
ments. In my own office the death of Mr. G. W. V. Shaw, assistant to the 
president, was another sad loss to the company, the more so because Mr. Shaw 
- was comparatively young in years. 

I shall not take time now to deal with the other staff changes in the upper 
brackets, for at the appropriate place in the annual report mention is made of 
the managerial problem created by the unusually large number of retirements, 
both current and pending, among senior officers. | 

Before I begin to read the annual report, I think you would find it useful 
to have a few comments about the organization of this document and the some- 
what different approach we have taken this year in presenting the material. 

The report is divided functionally into threee main sections, first the letter 
of transmittal, then the narrative of the report reviewing the year’s operations, 
and finally the accounting and statistical data. The letter transmitting the 
report is designed to give scope for generalized comments relating to managerial 
problems and policies which could not appropriately be fitted into an analysis 
essentially confined to the calendar year 1950. In transmitting the report, 
therefore, an attempt has been made to set the 1950 record in perspective and 
to indicate both in retrospect and prospect the impact of a constantly changing 
environment on the Canadian National system, raising some of the immediate , 
problems which are outstanding for the coming year. 

The narrative of the report begins under the heading “The Review of Opera- 
tions” on page 6. In the material which is given in that review greater emphasis 
has been placed on an explanation of the results achieved so as to assist your 
examination of our record for the year. Comment is made on each of the major 
headings of the income and capital accounts. Without unduly lengthening the 
report, an attempt has also been made in these pages to show the effect of various 
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economic events on our traffic and revenue figures, how we have ‘been endeavour- 
ing to improve performance and keep abreast of advances in technology, and how 
the Canadian National System has participated in the industrial life and 

-economic development of the country. Although the narrative is somewhat | 
longer than in previous years, it would nevertheless require many more pages to 
convey adequately a sense of the physical efforts of some 113,000 employees in 
operating a railroad large enough to wrap itself around the globe, together with 
hotels, steamships, communications and a variety of other business activities. I 
hope, however, you will find the photographic plates are of some assistance in 
filling this gap. ; 

The accounting and statistical data in the last section contain a wealth of 
information and you will find the main headings listed in the table of contents 
on page 3, for ready reference. I might also point out that the two accounting 
statements of fundamental importance to this report can be conveniently found 
by turning to the middle of the book, where you will find the balance sheet on a 
double page and the consolidated income statement overleaf. 

I turn now to page 4 of the report and will commence with a reading of the 
letter of transmittal addressed to The Honourable Lionel Chevrier, Minister of 
Transport, Ottawa. 


CANADIAN NATIONAL RAILWAYS 
Montreal, March 10, 1951. 


The Honourable Lionel Chevrier, K.C., M_P., 
Minister of Transport, 
Ottawa. 


Sir: There is submitted herewith on behalf of the Board of Directors a 
report of the operations of Canadian National Railways for the calendar year 
1950. 

High levels of business activity and intensive resource development were 
reflected in the operations of the Canadian National System during 1950. 
Increased freight traffic and higher freight rates produced a new record in 2TOss 
System revenues, and, despite rising prices and wage costs, net operating 
revenues were close to $60,000,000. Nevertheless, income after payment of 
interest charges showed a deficit of $3,261,235. 2 

Comparatively speaking, these figures are encouraging but there are two 
important reasons why the results for 1950 should not be regarded as evidence. . 
that the financial problems of the Canadian National are on the verge of 
solution. First, the System still carries.a heavy burden of fixed interest charges 
as a consequence of the unrealistic capital structure which has distorted the 
economic worth of the System since its inception in 1923. This together with 
the imbalance between rates and costs provides a major explanation for the 
anomalous fact that income deficits have been recorded in each of the post-war 
years 1946-50 inclusive, even though the volume of freight traffic measured in 
revenue ton-miles has averaged 72 per cent higher than in 1923. The second 
reason which demands consideration is that the System is confronted with the 
‘certain prospect of substantially increased price and wage costs during 1951. 
A series of major price increases has already been experienced since the year 
began, and the inauguration of the forty-hour week on June 1 next will add 
significantly to our operating costs. i 

The method of re-capitalization is one of the major items to be dealt with 
after the recommendations of the Royal Commission on Transportation are 
made public. 3 

Structural changes in the Canadian economy over the past two decades, 
marking the progress of this country to the status of a major industrial power, 
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- have produced important changes in the composition of railway freight traffic. 
_ This is particularly noticeable in comparing the Canadian National tonnage 
figures for 1929 and 1950. Under the broad classification of Manufactures and 
~ Miscellaneous the number of tons carried increased by nearly 6 million or 
_ 28 per cent, and during the same interval of time the tonnage of Mine Products 


increased by almost 7 million tons or 29 per cent. The two commodity groups 


accounted for 65 per cent of System freight tonnage in 1929 and over 70 per 


cent in 1950. . 
These structural changes were accompanied by an expansion of population, 
substantial advances in technology and important accretions to the recognized 


stock of natural resources; in brief, the base of the economy was widened as the 
level of economic activity reached new peaks in the post-war years. 


Together these changes have presented a difficult problem to railway 
Management in the adjustment of capacity. The lean years have been character- 
ized by excess capacity and financial stringency; the boom years by equipment 
shortages and. inflated capital costs. Meanwhile freight rates have been increas- 
ingly subject to erosion by highway competition, and have proven to be inflexible 
at the upper levels. With heavy capital investment in highly durable equipment, 


sweeping changes in design are impracticable in the very short run. Industrial 


development in urban areas tends to surround and confine the growth of railway 
terminal and other operating facilities, at the same time adding to the require- 
ments for rail service. New branch lines must almost be regarded as investments 
in perpetuity because of the difficulty in securing approval to make abandon- 


ments even where substitute services can be provided. In the case of the 


Canadian National these factors are super-imposed on others arising out of the 
formation of the System from a number of unrelated components. 


Nevertheless, in view of the economic prospect, and in particular having 


4 . regard to the vital importance of the Canadian National to Canada’s security, the 
evidence is clear that extensive capital programs must be contemplated in the 


- coming years in order to bring the System to an appropriate state of readiness 


in both equipment and facilities. 

Since the Canadian National is the largest single employer of industrial 
labour and the largest single purchaser of industrial material in Canada, it is 
not surprising that the effects of inflation are written large in the accounts of the 
System. One of the by-products of inflation which is now engaging the earnest 
attention of Management is the need for adjustment of System pension plans 


if the decline in the value of money and its effect on retiring employees in the 
lower pension brackets is to be recognized. 


Another important change in the economic environment as affecting rail- 
ways has been the growth of highway transportation over the past two decades. 
The corrective measures necessary to establish road-rail competition on an 
equitable basis lie beyond the control of railway Management, and it is hoped 
the Royal Commission Report will contribute significantly to this end. Mean- 
while the area of policy decision open to the Management of this System is being 
explored with an open mind in two directions. The first is to re-examine the 
rates, services and operating techniques involved in the handling of competitive 


- traffic; the second is to collaborate with other members of the Railway Association 


in an intensive fact-finding program of research into common problems, one 
of which is the lack of comprehensive statistics on trucking operations in Canada. 

In many ways the year 1950 was a difficult one for everyone serving the 
Canadian National System. The events of the year put to the test of adverse 
circumstances the capabilities of personnel at all levels and subjected to the 


tensions of a strike period the relations between Management and organized 
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employees. In the outcome it was again demonstrated that the Canadian 
National is a sound and effective organization with a strong cohesive spirit and 
the ability to measure up to the challenge of arduous times. 


D. GORDON, 
Chairman and President. 


I come now to the section dealing with review of operations which is on 
page 6. 


REVIEW OF OPERATIONS 


The results of the System’s operations for 1950 compared to 1949 are given 
in the following summary table: 


; 1949 1950 

WPETAUINE L TeVENWER 14, ote) esol el at ek tute he Lee ee mL $553,831,581 $500,723,386 
SWEPT UAO WOR PEN SEM, ei) wees ak ek An UNG ante cay es pale ' 493,997,079 478,501,660 
Ney OPerauineyravielnle tn sececisls Sia le: wie AMAA PR DRG eae $ 59,834,502 BS 2e.221,126 
Taxes, equipment rents and other income accounts ........ 17,417,730 18,163,818 
Available for payment of interest ...... ES Wet AUNT Me $ 42,416,772 $ 4,057,908 
Intereston’ bonds ‘held ‘by (the: public’... oo. veh Oe ee 24,019,158 » 24,302,651 
Available for payment of Government interest ............ $ 18,397,614 $ 20,244,743 
MONG EACH G) ATILOF ORG eH. eekedon Cie cher tell MM cuy Tas tee nese RR tact 21,658,849 21,798,283 

Income Defictt ss 6000 vee hi ia) RE $ 3,261,285  $ 42,043,026 


The Consolidated Income Account appears on page 26. 


OPERATING REVENUES 


The substantial increase in operating revenues is attributable to higher 
freight rates and, in a lesser degree, to an increase in the volume of freight traffic, 
Freight revenues increased by 13 per cent, while passenger revenues declined by 
7.8 per cent and express revenues were virtually unchanged compared to 1949. 


Freight Rates 


On May 25 a decision of the Board of Transport Commissioners for 
Canada brought about a final settlement of the Railway Association’s applica- 
tion in July, 1948 for a 20 per cent increase in freight rates. In successive judg- 
ments of the Board an increase of 8 per cent, effective October 11, 1949; was 
raised to 16 per cent, effective March 23, 1950 and to 20 per cent, effective 
June 16, 1950. These awards provided for specific increases on coal and coke 
totalling 15 cents per ton over the rates in effect prior to October, 1949. 

The higher rates authorized by these decisions yielded additional System 
revenues of $28,016,000 compared to 1949. 

Pursuant to an application of the government of Newfoundland in Nov- 
ember, 1949, the Board of Transport Commissioners on January 22, 1951, 
rendered a judgment ordering substantial reductions in freight rates as from 
March 1 on traffic within, to and from that Province. The Board recognized 
in the course of judgment that “unfortunately the results flowing from this 
decision will, in all likelihood, increase the burden of costs to be assumed by the 
_ Railway as a result of the entrustment to it of the Newfoundland Railway”. 

On December 21, following upon the decision rendered by the Arbitrator 
appointed under the Maintenance of Railway Operation Act to settle the dispute 
with non-operating employees, the Canadian National joined with the Railway 
Association in making application for a specific increase of 10 cents per ton on 
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coal and coke and a general increase of 5 per cent on other freight traffic, the 
increases to be effective immediately. Concurrently an application was made 
for such further increase in freight rates as may be required to offset the addi- 


tional operating expenses which will result from the inauguration of the 40-hour 
week on June 1, 1951, the increase to take effect on that date. Hearings began 
on January 19 and on January 25 the Board reserved judgment on that part 


of the application relating to the 5 per cent increase. 


Throughout the year, in an endeavour to assist the Board in carrying out the 
General Freight Rate Investigation ordered under Order in Council P.C. 1487 
of April 7, 1948, the Canadian National and associated Railways have been 
engaged in studies relating to the feasibility of equalizing freight rates. Hearings 
on this important matter are scheduled to resume in Ottawa on May 15 next. 

The 21 per cent increase in freight rates authorized by the Board of Transport 
Commissioners in March, 1948, together with the subsequent increase of 20 
per cent, has raised the levels of maximum class rates by 45.2 per cent over those 
prevailing in the period 1922 to 1948. However, because of certain exceptions 
to the general increases, notably in the case of Crow’s Nest grain rates, the 
effective increases have averaged approximately 35 per cent. By way of corm- 
parison, freight rates on American railroads have been generally increased by 
57.3 per cent over the levels in effect prior to September, 1939, and an applica- 
tion for further increases is now under consideration by the Interstate Commerce 
Commission. Over the same period freight rates in the United Kingdom have 
increased by 81 per cent. It is still true that the average level of freight rates 
in Canada is one of the lowest of any country in the world. 


Volume of Rail Traffic | 

The tonnage of freight carried during the year increased by 5.9 per cent, but 
revenue ton miles were only 3.4 per cent higher as the result of a decline in 
average haul. 

Major increases were recorded in the movements of coal and coke, lumber, 
ore and concentrates and other mine products, newsprint and woodpulp, auto- 
mobiles and auto parts, scrap iron, fuel oil and crude oil. The very significant 
increase in the revenue movement of bituminous coal is largely explained by 
the replenishment of industrial stockpiles following a prolonged period of inter- 
mittent production by American mines. ‘Traffic in forest and mine products 
clearly reflects increased production levels in response to a higher level of business 
activity in Canada and the United States, while the increased carloadings of 
automobiles and parts can be attributed to buoyant domestic demand. For the 
most part, the increased rail movement of crude oil represented a passing phase, 
the closing months of 1950 having showed progressively the diversion of this 
traffic to pipelines operating from the Alberta fields. 

The very considerable reduction in grain tonnage is chiefly attributable to 
the late harvest following severe frost damage to Western crops. Pulpwood 
carloadings were well below 1949 totals, paper mills having drawn their require- 
ments from stockpiles until late in the year. A decrease of 11.4 per cent in 
less-than-carload tonnage is, .m substantial measure, the result of truck 
competition. . : 

Both the. number of passengers carried and the average length of Journey 
declined during the year, passenger-miles showing a reduction of 13.1 per cent. 
This is mainly attributable to interruptions in train service (discussed on page 
18), in addition to reduced tourist and travel expenditures, and the increasing 
use of motor vehicle and airline transportation. 


OPERATING EXPENSES 


Increased freight traffic was chiefly responsible for an increase of $15,495,419 
or 3.2 per cent in operating expenses, which reached an all-time high. Higher 
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wage rates accounted for $4,627,000, and higher prices for $3,740,000 of the 
additional costs. Details of expenses incurred under six major headings are 
shown on pages 27 to 29. 

The deferred maintenance reserve was completely used up by a charge 
of $9,000,000 during the year. . 


Prices 


An index of the prices of all railway materials based on 1936-38—100 
showed a rise of 5-4 per cent during the year to a level of 201. Excluding three 
important materials—ties, coal and oil fuel—the prices of which were relatively 
stable, the index of all other material showed an increase of nearly 8 per cent 
between May and the end of the year. Had year-end prices been in effect 
throughout 1950 actual operating expenses would have been greater by almost 
$6,000,000. 


Employee Compensation 

Pursuant to the award on December 18 by the Arbitrator appointed to 
decide on matters in disagreement between the Railway and non-operating 
employees, the final settlement of this dispute included provision: 

(1) For other than hotel and water transport employees; effective August 
31, 1950, an increase of 3c per hour additional to the 4c per hour 
increase stipulated in the Maintenance of Railway Operation Act; 
effective June 1, 1951, a five-day forty-hour week with maintenance 
of take-home pay; the term of agreements to run for two years from 
September 1, 1950. 

(1) For hotel and water transport employees, a one-year agreement 
effective September 1, 1950, incorporating the 4c per hour increase — 
stipulated in the Maintenance of Railway Operation Act but excluding 
the above mentioned changes in wages and working hours. 


Projected to an annual basis the additional operating cost of the direct 
wage increases alone amounts to $13,076,600 per year for the employees involved 
in this settlement. But the major effects on operating expenses will not be 
experienced until the forty-hour week becomes effective on June 1,. 1951. 
Without attempting to anticipate actual expenses, it is important to appreciate 
that in itself the reduction in weekly hours from 48 to 40, with weekly pay 
maintained, constitutes an increase of 20 per cent in hourly wage rates. 


OTHER INCOME ACCOUNTS 


There was a reduction of $1,169,015 in the net debit arising from this group 
of accounts. Increase in use of foreign lines’ freight cars cost the Company 
$1,936,957. The 5 per cent call premium on $17 338,000 40-year guaranteed gold 
bonds called for redemption on February 1, including the charge for 
unamortized discount, cost $1,025,580; this is $2,800,676 less than the cost of a 
similar redemption in 1949, involving $57-7 millions. 


CAPITAL EXPENDITURES 
Capital expenditures during 1950 amounted to $38,022,056, of which 
$21,362,780 was for new equipment. 


FINANCE 


Two bond issues and one issue of Equipment Trust Certificates were sold 
during the year. 

An issue of $40,000,000 22 per cent Twenty-one Year Bonds was made on 
January 16, 1950, the cost to the Company being 2-95 per cent. The proceeds 
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were used to finance Capital expenditures, to refund Equipment Principal pay- 
ments and to redeem $17,338,000 of 5 per cent Bonds due on February 1, 1970. 
which were called for redemption on February 1, 1950. 

On June 15, $6,000,000 23 per cent Twenty-five Year Bonds, payable in 
United States funds, were sold at a cost of 2-73 per cent. This issue was sold 
to refund two issues of 4 per cent Bonds, of which $5,872,000 matured on July 
1, 1950, and the balance on October 1, 1950, payable in United States funds. 

These. refunding operations produced an annual saving of $404,872 in 
interest charges. _ 

On March 15, 1950, a $22,000,000 issue of 24 per cent Ten Year Serial 
Equipment Trust Certificates, maturing semi-annually in equal principal instal- 
ments, was sold at a-cost of 2:37 per cent. This issue provided approximately 
75 per cent of the cost of acquisition of new equipment. 


NEW CONSTRUCTION 


_ Continued progress was made on a number of major projects during the 
year. 

At the Bonaventure Freight ‘Terminals, strategically located in downtown 
Montreal, the inbound shed and three transfer platforms were completed, and 
together with the outbound shed, were fully in operation by the year-end. 
Operations in this newest and largest freight terminal in Canada are being 
extensively mechanized. Work was begun on one of the three remaining 
projects, a four-storey freight office building, which when completed will 
permit demolition of the former Bonaventure Passenger Station and reconstruc- 
tion of adjacent streets by the City. Construction of the central heating plant 
and shed foreman’s office is to start shortly. 

Improvements designed to enlarge by over 1,000 cars the capacity of yards 
at Mimico, on the outskirts of Toronto, were proceeded with during the year.. 
Two-thirds of the work was completed and the trackage placed in operation for 
both local and through traffic. The enlargement of freight yards at Vancouver — 


-was also completed. 


At the Point St. Charles shops in Montreal, the largest on the System, 
work was begun on the paint shop and transfer table as part of a program 
of general reconstruction. 

The new freight shed in Edmonton, begun in 1949 to accommodate greatly 
increased traffic, was opened for use in November, 1950. At the end of the 
year only minor work remained to be done on this structure, and the necessary 
trackage was completed. -The related project of rearrangement of Edmonton 
yard facilities was also advanced during the year. 

An extensive two-year program for the enlargement of Turcot Yards in 
Montreal was authorized in mid-December, and work was begun early in 
1951. The additional capacity will help to relieve the pressure experienced in 
handling traffic with existing facilities. 

The International Aviation Building, world headquarters of the Inter- 
national Civil Aviation Organization and the International Air Transport 
Association, was formally opened on June 1, This is part of the Montreal 
Terminal Development Plan which, when fully completed, will include an hotel 
and office building. Work on another preliminary phase of this development 
began in October, 1950 with the rearrangement of the track structure in the 
Central Station area. Completion of this project will relieve some of the con- 
gestion experienced during peak hours of suburban traffic. | | 

~ On all of these projects now in hand the rate of progress during 1951 will 
depend substantially on the availability of materials. 
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Before proceeding to the next heading, Mr. Chairman, the committee will 
observe that there is a table there giving equipment orders and deliveries which 
I would like to have incorporated in the report and perhaps I could be excused 


from reading it here. 
The CHAIRMAN: Yes. 


EQUIPMENT ORDERS AND DELIVERIES 


Deliveries of new equipment during 1950 were as follows: 


FREIGHT CAR EQUIPMENT 490 


PASSENGER AND EXPRESS 
CAR EQUIPMENT 


LOCOMOTIVE EQUIPMENT 8 


WoRK EQUIPMENT 11 


50-ton flat cars 

135-ton depressed centre flat cars 
70-ton hopper cars 

30-ton automobile cars for Newfoundland 
30-ton box cars for Newfoundland 


roomette sleepers 
air-conditioned coaches 

baggage cars 

baggage cars for Newfoundland 


1500 h.p. diesel-electric locomotives 
1000 h.p. diesel-electric switchers 
600 h.p. diesel-electric locomotives 
electric locomotives 


steel snow plows 
Jordan spreaders 
disel industrial hoist 


Orders outstanding at the end of the year covered the following equipment. 
Except where otherwise noted, deliveries are expected in 1951. 


100 
5,000 
40 


FREIGHT CAR EQUIPMENT 


*6 
*12 
50 


PASSENGER AND EXPRESS 
CAR EQUIPMENT 


LOCOMOTIVE EQUIPMENT 


20 
28 


70-ton covered hopper cars 
50-ton box cars 
30-ton box cars for Newfoundland 


multiple unit motor coaches 

multiple unit trailer coaches 

baggage cars 

mail and express cars 

sleeping cars for Newfoundland 

mail cars for Newfoundland 

express refrigerator cars for Newfoundland 
baggage cars (Grand Trunk Western Railroad) 


800 h.p. diesel-electric switching locomotives © 
1000 h.p. diesel-electric road switching 
locomotives 

1600 h.p. diesel-electric road locomotives 

1500 h.p. diesel-electric road locomotives 


* 
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- Work EQUIPMENT 28 30 cu. yd., 50-ton air dump cars . 
. 20 16 cu. yd., 30-ton air dump cars for 
4 Newfoundland 


2 30 cu. yd., 50-ton air dump cars (Central 
Vermont Ry.) 

4 steel snow plows 

1 30-ton diesel-electric locomotive crane 

1 locomotive crane and pile driver 

1 8-wheeel diesel dynamatic wrecking crane 
for Newfoundland 


*Some of this equipment will not be delivered until 1952. 
Mr. Gorvon: 


TECHNOLOGICAL IMPROVEMENTS 


The new facilities and equipment described on preceding pages embody 
recent technical advances in design and operation. 
Motive Power 

The acquisition of 29 more diesel locomotives during the year brought the 
total number in service to 177, of which 121 are used primarily in switching 
service. Eighteen road-switching locomotives were put into service in Prince 
Edward Island, completing the dieselization of operations in that territory. The 
eight 1,500 h.p. road locomotives received were placed in service between 
Montreal and the Lake St. John area, permitting a more efficient and economical 
handling of heavy traffic over the adverse grades encountered. 

A series of experimental runs, chiefly on long distance passenger trains, 
were made with diesel locomotives in order to test under practical conditions 
the performance expected from this type of motive power. 

The conversion of a further 47 steam locomotives on Western Region lines 
to the use of oil fuel increased the total number of these units in service 
to 211. No coal-burning steam locomotives are now in service on the British 
Columbia district nor on the main line of the Alberta District west of Edmonton. 

Experiments were conducted with encouraging indications during the year 
by the Research and Development Department in an attempt to achieve a better 
utilization of fuel in existing coal-burning locomotives. The Department has 
also kept in close touch with progress in the development of both oil and coal- 
fired gas turbine locomotives, which promise to yield important advantages 
in operation. 

Each different type of motive power offers a particular combination of 
advantages in terms of operating and capital cost. These relative advantages 
are subject to change with their component elements, including the price and 
availability of fuels. Because of this and the fact that a large scale investment 
in any one type of locomotive invites the risk of obsolescence, the Management 
has been careful to avoid overcommitments. An exhaustive study has now been 

under way for some months with the object of determining what place should 
be given to each of the various types of motive power in a long term program. 


Passenger Equipment 
The year 1950 saw the introduction, for the first time in Canada, of the 
duplex roomette cars, twenty of which were placed. in service on principal trains. 
This new type of sleeping car, providing enclosed space at moderate cost, has 
proved very popular with the travelling public. 
The modernization of existing passenger equipment was advanced during 
the year by rebuilding three bedroom-buffet-lounge cars, and completing altera- 
tions to four standard sleeping cars, and six dining cars. In addition, work was 
proceeded with on five more sleeping cars and three dining cars. 
Signalling Equipment 
During 1950 work was begun on further extensions of Centralized Traffic — 
Control, a despatching system in which centrally controlled electric signals take 
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the place of train orders or timetable authority. Installations are proceeding on a 
section of 148 miles between Hornepayne and Foleyet, Ontario, and on a section 
of 35 miles between Pontiac and West Durand, Michigan, on Grand Trunk 
Western lines, , 

Progress was made on plans for the eventual installation of automatic 
block signals on all main line track through the mountain territory from Jasper, 
 Alta., to Port Mann, B.C. During 1950 an installation was completed between 
Red Pass Junction and Jackman, B.C., and work was begun on the line between 
Jasper and Red Pass Junction. 

Work also commenced on the installation of electric interlocking plant in 
the yards at Mimico, Ontario, and Portage La Prairie, Manitoba. This system 
of terminal operation makes use of power-operated switches and signals con- 
trolled from a central point. 


Maintenance of Way Equipment 

Operating tests were made of a mobile ballast cleaner which shows promise 
of yielding substantial economies in track maintenance. The use of mechanical 
tie tamping machines was extended by the acquisition of four more units, in 
which two different types were represented. 


Other Research | 

Research was conducted into problems of refrigeration, the design and 
construction of freight cars, the use of alloyed steel in locomotive motion parts, 
and the detection of flaws in steel by supersonic testing. Experiments established 
the advantages of using oil in dining car stoves and the necessary modifications 
will be effected. A new type of grain door was successfully developed and will 
be coming into general use. Control techniques were devised for the lubrication 
of Diesel engines, resulting in substantial operating economies. 

In co-operation with the Canadian Pacific Railway, uniform specifications — 
were developed for box cars. The possibilities of further standardization con- 
tinue to be explored. : 

Introduction of the forty-hour standard work week will open up new possibil- 
ities for the use of time and labour-saving devices and intensify the search for 
economies to offset the additional wage costs. 


CONDITION OF PROPERTY 

Compared with 1939 the Canadian National is operating on a new and 
much higher plateau of traffic, using for the most part equipment and facilities 
whose service life has been reduced by at least eleven years. Notwithstanding 
substantial additions and betterments during the intervening years, a good deal 
remains to be done. At the end of 1950 approximately one quarter of the 
System’s freight equipment, half of the passenger equipment, and 72 per cent 
of the locomotive equipment were over thirty vears of age. Despite extensive 
modernization and reconstruction, which has maintained the serviceability of 
this equipment, retirements must of necessity proceed at a high rate over the 
next few years. Large orders for new equipment have been placed, but. because 
of the material shortages and congestion arising out of the defence program, 
deliveries will be slow and uncertain. 

Meanwhile, the serious shortages of freight equipment experienced during 
the last half of 1950 and continuing into the new year made it clear that the 
existing supply is inadequate to meet the demands of seasonal traffic peaks. To 
cope with the situation intensive efforts were concentrated on accelerating the 
shopping and repair program, the tightening up of car distribution, the reduction 
of terminal and yard delays wherever possible, and the return of cars from foreign 
niles. The co-operation of shippers was sought in an effort to cut down the turn. 
around of cars and to encourage loading to capacity. Further measures in this 
direction are under consideration. 

In the background of the current car shortage is the inadequacy and 
resultant congestion of terminal and yard facilities. The rapid pace of indus- 
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trial development in urban centres, together with near-record levels of traffic, 
have severely aggravated a problem which has its roots in the fact that the 
component lines from which the Canadian National System was formed were 
not originally designed to operate as an integrated unit. Although some of 
these handicaps are of a permanent nature, improvements wherever feasible 
will be brought forward in order of priority as quickly as conditions will permit. 

Some progress was made during the year in catching up arrears of mainten- 
ance and the conditions of the roadbed and track can generally be described as 
satisfactory. 

OPERATING PERFORMANCE 

The operating performance of the railway is measured by statistical aver- 
ages of many kinds, some of which measure the quantity and standard of service 
and others the cost of service. Some relate to physical units and others are 
measured in terms of money. The following selected averages highlight the 
more significant comparisons with 1949 performance. : 

The amount of traffic handled daily per mile of line—known as the freight 
traffic density—is a measure of the freight service performed. In 1950 it 
amounted to 4,172 ton miles per mile, as compared with 3,926 ton miles in 1949. 

_ An important unit of performance is the size of the average carload freight 
shipment. In 1950 this was 28-7 tons, as compared with 28-9 tons in 1949. The 
decrease of -2 tons is due mostly to the smaller amount of grain transported from 
Western Canada. 

The amount of use which is obtained from freight car equipment is meas- 
ured by the car miles per serviceable car day. This was 45-2 in 1950, as compared 
with 43:5 in the previous year. 

The average size of locomotive used in freight service is measured by the 
tractive effort in pounds. This was 50,500 pounds in 1950, as compared with 
50,100 in 1949. 

The effectiveness with which freight service is performed is measured by 


- the average tonnage hauled by the locomotive, including in this figure the weight 


of ear and contents. This average trainload in 1950 was 1,471 tons, as com- 
pared with 1,457 tons in the previous year. 

The speed with which freight service is furnished is measured by the aver- 
age freight train speed. In 1950 this was 16:3 miles per hour as compared with 
16-1 miles per hour in 1949. 

An important item of cost is the fuel consumed in the locomotives. This 
is measured in the number of pounds of coal consumed to move 1,000 tons of 
freight car and contents one mile. The figure for 1950 was 114 pounds, as 
compared with 117 pounds in 1949. 

In passenger service, the average size of the passenger train increased from 
8-7 to 8:8 cars. 

The on-time performance of principal trains showed a decline from 64-9 
per cent of trains on time to 61-2 per cent. 

The average cost of maintaining the average locomotive was 38:96c per 
locomotive mile in 1950, as compared with 37-91c in 1949, and the average 
cost of maintaining the average freight car expressed in cents per mile was 1-728¢ 
in 1950, as compared with 1-630c in 1949, while the cost of maintenance of the 
average passenger car mile was 7:214c, as compared with 6:497c. The increase 
in these units of performance, measured in dollars, 1s largely due to changes in 
price and wage structures. 


Interruptions To Train Service 

The operating performance in 1950 was affected to some extent by severe 
flood conditions in various parts of the country. These floods caused serious 
disturbances to train service and involved heavy maintenance expenditures. 

In the Prairie Provinces prolonged cold spells with temperatures down to 
45 degrees below occurred in the early months of the year. Average January 
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temperatures from Regina westward to the Pacific coast were the lowest on 
record. : 

Icing conditions, snow blockades, and rock slides in British Columbia © 
during January and February cut communication lines and caused major 
interruptions to train service lasting up to 12 days. 

The spring brought serious floods on the Gaspe line where two major 
bridge structures were lost and the track washed out in several places for 
distances up to one mile. In order to maintain supplies in isolated areas during 
a period of thirty-one days when through-train services were suspended, two 
small ships were chartered for 8 trips between Campbellton, Chandler, and 
Gaspe Town. 

The flooding of the Red River during May and June was a major disaster. 
Early mobilization enabled the Railway to make an effective contribution 
during the period of emergency. Twenty-eight special trains were operated in 
carrying relief supplies and evacuees, and over an eight-day period trains 
shuttled across the only remaining bridge between Winnipeg and St. Boniface 
carrying more than 100,000 passengers. Damage to Railway property included 
the washout of 36 miles of line and was set at $508,000. 

Extensive flooding in British Columbia during the late spring interrupted 
train services for short periods. 

These climatic excesses made unprecedented demands on the resources of 
the System and on the endurance and resourcefulness of railway personnel. It 
is gratifying to record that the response earned a full measure of praise and 
commendation from the public. | | 

A coal shortage, induced by protracted strikes in American mines, resulted 
in some curtailment of passenger train services over a three month period ending 
March 9. No difficulties were experienced in rebuilding coal inventories in 
the latter months of the year. 


HOTELS 

In providing superior facilities and service for the accommodation of 
tourists and delegates to international conventions the hotels and summer 
resorts owned by the System not only complement railway passenger service 
but add indirectly to Canada’s earnings of American dollars. Canadian 
National hotels make an important contribution to the social life and business 
income of the communities in which they are located. The summer resorts are 
well known throughout the continent. 

The net operating income for nine Canadian National hotels and three 
summer resorts amounted to $565,853 compared to $1,053,280 in 1949. These 
figures include the operating results of the Newfoundland Hotel, which was 
entrusted to the System in October, 1949, but exclude those of the Hotel Van- 
couver, which is owned by the Canadian National and operated jointly with 
the Canadian Pacific. 

The substantial reduction in net operating income is attributable mainly 
to a decline in gross revenues and to a charge against operating expenses of 
$174,000 for retirements, alterations and replacements in connection with 
extension to the Macdonald Hotel. 

Excluding the Hotel Vancouver and the Newfoundland Hotel, the number 
of hotel guests accommodated showed a reduction of 5:7 per cent to 577,496, 
partly because of the employees’ nine-day strike beginning August 22nd, and 
partly due to a general falling off in tourist and travel expenditures. Gross 
revenues fell by 4-3 per cent to $7,300,740. For similar reasons patronage of 
summer resorts was reduced by 11-4 per cent and gross revenues declined by 
9-2 per cent to $951,225. 

In addition to the retirement of facilities, operating expenses were 
adversely affected by a 4 cent hourly wage increase effective August 31, b 
substantially increased prices of supplies, and by higher taxes. | 
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During the year steel work was completed and work progressed on the 


superstructure of the new sixteen-storey wing of the Macdonald Hotel in Edmon- 


ton, which will add to existing facilities 300 guest rooms, a shopping centre, a 
ball room, a cafeteria, and convention and banqueting halls. 


COMMUNICATIONS 
The Communications Department operates an intricate and far-flung 


network of telegraph, telephone and radio channels providing a great number 


of circuits for the internal use of the System, for carrying radio programs of 


the Canadian Broadcasting Corporation, for meteorological services, for stock 
quotations, for linking offices of mdustrial and commercial firms by private 
lease wire and for the transmission of telegrams and cables. This network 
extends from the borders of Alaska, where the Department operates the North- 
west Communication System, to Edmonton, where it joins the trans-continental 


land lines linking British Columbia to the Maritimes. On April 1, 1951, the 


Crown-owned radio connection between the mainland and Port aux Basques will 
be turned over to the Canadian National, completing another link with the 
Newfoundland communications system entrusted for operation in April, 1949. 

Technological changes have played a major part in the expansion to the — 
present operation of over half a million channel miles, more than double the 
number in use in 1939. This growth, which has mirrored the rapid development 
and closer integration of the economy over the past decade, has no more than 
kept pace with expanding requirements, and available facilities are assigned to 
practical capacity. 

The volume of business conducted by the department in 1950 showed. 
appreciable increases in services of all kinds during the year. Gross revenues 
increased by 14:2 per cent to a new peak of $10,565,625. 


EMPLOYEE RELATIONS 
The major events of the year centred around a dispute which originated on 


- June 16, 1949, with the presentation of formal demands by the non-operating 


employees, as described in the Annual Report for 1949. This dispute culminated 
in a strike leading to a virtually complete suspension of System operations 
between the early morning of August 22 and the late evening of August 30. 

At the beginning of the year the matter was being reviewed by two Boards 
of Conciliation and Investigation. The reports of the Boards, made public on 
April 11, were accepted by the Railways but rejected by the employees. Subse- 
quent negotiations failed to achieve agreement and on August 18 the Minister 
of Labour appointed Dr. W. A. Mackintosh to act as Special Mediator. No 
basis of agreement could be found and the strike took effect at 6.00 a.m. Regional 
Standard Time on August 22. | 

Further negotiations between the disputing parties, held in Ottawa on 
August 25 and 26, failed to resolve the dispute. On August 30, Parliament, 
meeting in Special Session, passed the Maintenance of Railway Operation Act 
providing for a 4c per hour wage increase, a return to work within 48 hours 
by the striking employees, the resumption of negotiations, and, failing agree- 
ment within a specified time, the appointment of an Arbitrator with power to 
effect. a decision binding on both parties. Subsequent meetings having failed 
to achieve a settlement, the Honourable Mr. Justice R. L. Kellock was appointed 
Arbitrator and conducted hearings in Montreal between October 27 and Novem- 
ber 10. The Arbitrator’s decision was made public on December 18. 

A number of revisions were concluded in local wage agreements in the 
course of the year, the more important covering seagoing personnel of the 
Newfoundland steamship service and employees of the Newfoundland Hotel. 
For the most part, however, revisions were held in abeyance pending the settle- 
ment of the case of the non-operating employees. Of these the principal case 
concerned employees in the operating trades, with whom negotiations were 
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resumed during January, 1951. Mutually satisfactory agreements were con-— 
cluded on March 1 with locomotive engineers on the Western Region, and on 
March 3 with firemen, conductors and trainmen on the Central and Atlantic 
Regions. | 

On August 27, 1950, by virtue of an Executive Order of the United 
States Government, the railways of the United States, including certain lines 
of this Company and its American subsidiaries, were placed under the control 
of the Federal Government. The action arose out of the wage dispute with | 
employees of the operating trades which threatened to disrupt vital services. 
Subsequent interruptions to yard operations were ended on February 8, 1951, 
by General Order No. 2, issued by the Assistant Secretary of the Army. This 
Order provided for interim wage increases pending final conclusion of nego- 
tiations which ‘are still in progress. | 

Negotiations with the non-operating employees in the United States were 
swecessfully concluded on March 1, 1951. 


Personnel Department 

Reorganization of the Personnel Department has been under way during 
the past year in recognition of the fact that relations with the employees—of 
which wage matters are only one facet—constitute a managerial responsibility 
of prime importance. 

An important problem to which careful consideration has been given is that 
of selecting and developing employees capable of filling senior positions in the 
organization. Greater attention was also given to training programs in antiei- 
pation of the additional requirements in prospect with the introduction of the 
40-hour week. 

Employment bureaus were in operation at Montreal and Toronto during 
1950 and preparations were made for opening offices in other large centres. 
Modern techniques for the testing and selection of employees are in use. The 
bureaus serve as a clearing house for requirements, both for new employees 
and those released from service in other departments. 

Divisional, Regional and System conferences with employees under the 
Labour-Management Co-operation Plan were continued during the year with 
mutually beneficial results. The Plan provides a healthy atmosphere for frank 
discussions centring around the improvement of methods and conditions of 
work performance. 

Tangible and encouraging results emerged during the year from the activi- 
ties of the Suggestions Bureau, which provides an additional channel for the 
communication of constructive ideas by the employees. 


PARTICIPATION IN ECONOMIC DEVELOPMENT 


Major additions to the inventory of Canada’s natural resources during the 
past decade, together with progress towards industrial maturity, have under- 
scored the importance of the Canadian National System in the Canadian 
economy. All across the country Canadian National lines skirt the edge of a 
newly recognized economic frontier of the North, where the potentialities of 
hydro-electric power developments and the exploitation of forest and mineral 
wealth have placed the System in the vanguard of some of the major economic 
developments in prospect. gi 

The Management has a direct interest in stimulating the development. of 
territories tributary to the railway lines of the System. To this end the Develop- 
ment Division of the Department of Research and Development has accumu- 
lated a valuable store of information on the economic characteristics of areas 
suitable for further development and is equipped to provide industry with 
advice on the many economic and engineering problems associated with the 
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decisive choice of plant location. It is estimated that over 60 per cent of indus- 
trial capital is invested on plant sites served by Canadian National Lines. 


Immigration 

The importance of immigration and land settlement to Canada’s economic 
erowth has long been reflected in the policy of the Company, whose lines have 
opened up vast areas for development. The Department of Colonization and 
Agriculture, working in close co-operation with other interested organizations 
and branches of government, is well equipped to assist in the initial selection, 
transportation and placement of new immigrants to Canada. During the year 
the Department continued to encourage the largest possible movement of desir- 
able settlers, and nearly 2,500 families were located on land served by System 
lines. 


THE ROYAL COMMISSION ON TRANSPORTATION 


The Royal Commission on Transportation appointed on December 29, 
1948, to enquire into transportation problems in Canada, concluded its public 
hearings in May, 1950. The hearings over the past two years have afforded an 
opportunity for interested parties to record their viewpoints on a number of 
topics ranging over a broad field, and the results of this important investigation 
are awaited with general interest. 

Then, following the report, members of the committee will observe that on 
pages 24 and 25 there is the consolidated balance sheet of the system. On page 
26 there will be found the details of the consolidated income account; on page 27 
you will find details of the operating revenues and the operating expenses, con- 
tinued on pages 28 and 29. These tables give not only the figures for the year 
1950 but also the comparable figures for the year 1949. On page 30 you will find 
the details of the capitalization of the Canadian National Railways, and also an 
explanation of the major contingent liabilities. On page 32, you will find the 
property investment account of the railway giving the various headings and 
also showing a table of existing loans from the government of Canada. On page 
33 is the funded debt of the System, that is the issues of securities which are in 
the hands of the general public. On page'34 you will find details and particulars 
of our financing arrangement during the year 1950; and also a table commencing 
in the middle half of that page showing investments in affiliated companies. On 
pages 36 and 37 there will be found a table showing the companies comprising the 
Canadian National Railway System» and showing the capital stocks owned by 

‘the System or in some cases by the public. On page 40 are given the details show- 
ing the equipment on hand as at the end of the year and comparisons for the 
previous year and showing additions during the year 1950. This is really an 
inventory of the rolling stock of the railway. On page 41 there is a useful table 
giving a very interesting statement of rail-line operations, showing a general 
comparison between 1950 and 1949; the same is true of pages 43 and 44 show- 
ing the revenue tonnage by commodities for the two years, and the percentage 
increase or decrease under each heading. On page 44 is a table showing the 
operated mileage for the year; and on page 45 is a table showing disbursement of 
total operating revenues and expenses, and also figures giving the number of 
employees and the amount of their compensation for the System as a whole. 
Then, finally, at the back you will find a table giving all the offices which the 
Canadian National maintains in the various centres of the world, and a map 
which gives a very good illustration of the railway lines operated by the System, 
including branch lines; and on the reverse of that a map is to be found showing 
the lines operated by Trans-Canada Air Lines. 
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CONSOLIDATED INCOME ACCOUNT 


RAILWAY OPERATING REVENUES: 
Freight 
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RAILWAY OPERATING EXPENSES: 
Maintenance of Wiay and Structures ..... (ase Tbe ale eee ye 
Maintenance and Depreciation of Equipment .............. 
Traffic 
Transportation 
Misecllameous Operatnons iss He bee's siete ole etdlvig we alnte sis pieniee 
General 
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TOTAL OPERATING HXPENSES) 2) vo. 00o) So See 
INET VOPERATIN GC UREVEN UE! sles SU NUR Or oe Tek ra eu es ange nabs 
Taxes 


Hquipment., Rents—Net Debit... 006. ee di eee ce eee es 
sont Macility Rents—Net Debig eo iS Wek Wig w pleas « 
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NET RAILWAY OPERATING INCOME... 00000000602. 00.% 


OTHER INCOMES 


Income from Lease of Road and Equipment .,.......0..... 
Miscellaneous Rent’ Income scene lis Ca bie cleds rome eenete deem 
Income from Non-transportation Property ............... 
Hotel Operating Income 
Dividend Income 
Interest Income 
Miscellaneous Income 
Prout awed “TOSS NEE yi s:cjd slo tye, See yoiua ea alae teal lave eet ene es 
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DEDUCTIONS FROM INCOME: 


Rent for Leased Roads and ‘Hquipment .................. 
MISA MeO is EVM hss iy meal Le We Liles brome BOTW o fate Jusih ee artcciat aha net ae 
Miscellaneous Tiaxes 
Results of Separately Operated Properties—Loss .......... 
Interest on Unfunded 
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NET INCOME AVAILABLE FOR INTEREST ..............c0ecee8 


Interest on Funded Debt—Public .....................08- 
Interest: on Government Loans |. oo tae debe ube ees 
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1950 


$445,780,004 
39,889,206 
7,984,695 
26,223,206 
10,565,625 
23,388,845 


$553,831,581 


$ 90,782,435 
114,166,205 
9,453,716 
250,748,104 
5,408,988 
23,437,631 


$493,997 ,079 
$ 59,834,502 


— 


$ 11,944,611 
7,209,310 
236,251 

$ 19,390,172 


$ 40,444,330 


$ 102,471 


1,101,463 
590,038 
565,853 
214,303 

2,620,540 

1,999,278 

75,844 


$ 7,269,790 


$ 696,285 
642,082 
189,883 
333,267 
316,282 
731,409 

2,388,140 


$ 5,297,348 


$ 42,416,772 


24,019,158 
21,658,849 


$ 3,261,235 


1949 


$394,424,463 
43,287,240 
5,085,328 
26,378,979 
9,254,967 
22,292,409 


$500,723,386 


$ 88,402,551 
106,916,137 
9,105,658 
245,715,517 
5,761,783 
22,600,014 


$478,501,660 


$ 22,221,726 


$ 11,192,273 
5,197,970 
284,666 

$ 16,674,909 


$ 5,546,817 


$ 77,090 


1,031,511] 
687,838 
1,053,280 
167,836 
2,845,632 
"789,974 
436,220 


$ 7,089,381 


$ 699,844 
617,751 
99,390 
581,817 
333,995 
1,497,123 
4,748,370 


8,578,290 


Bi) wR 


4,057,908 


24,302,651 
21,798,283 


$ 42,043,026 


pe 


The Fixed Charges of the System included in the above statement are as follows: 


(Rent for Leased Roads and Equipment .............. 
Intereston' Unfunded: Debt (oc). So RG ee eee 
Amortization of Discount on Funded Debt EE ey 
Interest on Funded Debt—Public ..............0.2.-- 
Interest on Government Loans ...........0.ccc cesses 


$ 696,285 
316,282 
731,409 

24,019,158 
21,658,849 


$ 47,421,983 


$ 699,844 
333,995 
1,497,123 
24,302,651 
21,798,283 


$ 48,631,896 
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Freight ... 
Payments under Maritime Freight Rates Act (20%) 


Passenger 
Baggage .. 


Sleeping Car 


Parlor and 
Mail 
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Express .. 
Other Passenger-train 


aS ai ae 
Switching 


Water Transfers 


Dining and 
Restaurants 
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Storage—Baggage 


Demurrage 


Telegraph Commissions (U.S.) 
Communication Systems 
Grain Elevator 
Rents of Buildings and Other Property 
Miscellaneous 
Joint Facility—Credit 
Joint Facility—Debit 


Superintendence 
Roadway Maintenance 
Tunnels and Subways 
Bridges, Trestles, and Culverts 
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MAINTENANCE OF WAY AND STRUCTURES 
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Bailastin wy 


Track Laying and Surfacing 
Fences, Snowsheds, and Signs 
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Water Stations 
Fuel Stations 


Shops and 


Grain Elevators 
Storage Warehouses 
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Communication Systems 


Signals and 


Power Plants 
Power-Transmission Systems 
Miscellaneous 
Road Property—Depreciation— U.S. Lines 
Road Property—Retirements 
Deferred Maintenance—Credit 
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Dismantling 


Small Tools and Supplies 
Removing Snow, Ice, and Sand 
Public Improvements—Maintenance 


Injuries to 
Insurance . 


Retired Road Property 


Persons 
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Other Expenses 
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Maintaining Joint Tracks, Yards, ete——Debit ..........-. 
Maintaining Joint Tracks, Yards, etc——Credit ............ 


Right-of-Way Expenses 


e) Silat els) ebe Lavelion eve oe, ple Oe ie one 'S te N 9" eA's! ep 6 tie, Jo en ore 


$ 90,782,435 


23 

1950 1949 
$438,674,682  $388,730,693 
7,105,322 5,693,770 
39,889,206 43,287,240 
150,108 172,491 
3,423,774 3,701,623 
355,747 375,760 
7,984,695 5,085,328 
417,081 320,435 
25,806,125 26,058,544 
15,885 17,082 
487,89] 516,326 
4,867,516 4,441,650 
1,564,583 1,408,748 
2,754,600 3,008,053 
288,855 303,175 
359,860 397,968 
63,190 79,497 
202,777 214,702 
43.418 52,065 
1,376,102 1,284,441 
9,190 9,312 
10,556,435 9,245,655 
647,647 558,454 
968,166 947,629 
5,105,823 4,094,861 
842,562 846,144 
129,659 128,260 
$553,831,581 ~ $500,723,386 

1950 1949 
$ 6,025,974  $ 5,916,020 
11,762,480 . 11,798,468 
128,318 278,921 
3,821,502 4,632,641 
10,045,214 9,987,720 
7,779,174 6,947,780 
5,807,490 5,425,044 
1,608,015 1,463,274 
23,785,402 | 23,145,492 
1,008,086 1,192,849 
3,908,771 3,954,335 
560,322 480,234 
869,998 722,152 
393,072 403,613 
2,923,431 3,002,250 
72,411 85,740 
1,882 2,578 
266,064 296,701 
4,655,839 4,157,384 
1,702,624 1,667,655 
23,324 34,454 
361,438 311,041 
7,803 10,858 
936,199 921,508 
2,441,980 2,160,389 
9,000,000 8,000,000 
1,228,840 1,187,804 
247,325 224,807 
1,587,323 1,431,656 
4,847,832. 3,756,475 
618,881 599,253 
843,036 800,960 
265,284 29,534 
101,317 97,201 
23,747 26,432 
1,362,143 1,245,385 
2,301,474 2,063,718 
61,368 67,661 


% $8,402,551 
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OPERATING EXPENSES (Continued) 


MAINTENANCE OF EQUIPMENT 


TRAFFIC 


PN ERIMLEHOONOE! 4d vist ac pen ren aes eR ae ene ee 
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TRANSPORTATION 
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1950 


$ 2,521,749 


12,295 
33,144,615 
1,485,400 
31,390,144 
14,168,444 
1,477,177 
3,362,870 


303,930 


254,671 
8,865 
175,942 
20,544,446 
167,181 
644,945 
342,071 
87,598 
38,822 
301,198 
279,467 


$114,166,205 


304,376 
248,897 


$ 9,453,716 


$ 5,398,288 


2,985,174 
33,362,761 
147,800: 
98,174 
2,656,899 
6,934,438 


12,737,901 | 


1,217,132 
6,297,270 
2,766,169 
7,905,981 


2,356,758 
19,765,929 
1,089,590 
47,213,248 
13,562 
84,964 
1,728,524 
842,327 
495,955 


1949 


$ 2,362,299 


3,997,618 
214,484 
341,909 

72,542 
7,902 
31,868,175 
1,110,402 
28,438,073 
13,407,738 
945,449 

3,010,661 
285,054 
247,021 

16,487 
208,899 
19,585,633 
190,961 
702,324 
53,066 
85,524 
79,986 
338,399 


254,469 
$106,916,137 


3,008,156 
3,793,971 
1,061,606 
177,187 
534,052 
284,817 
245,869 


9,105,658 


$ 5,262,582 


2,923,421 


‘33,305,178 
142,005 


48,559 
2,655,648 
6,582,237 

11,856,363 
1,203,313 
6,294,695 


2,314,995 
19,726,772 
867,417 
47,249 322 
5,286 
73,456 
1,774,505 
870.832 
469,888 
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RAILWAYS AND 


TRANSPORTATION (Continued ) 


Enginehouse Expenses—Train 


Trainmen 


Train Supplies iand Expenses 
Operating Sleeping Cars 
Signal and Interlocker Operation 
Crossing Protection 
Drawbridge Operation 
Communication System Operation 
Operating Floating Equipment 


Express 


SHIPPING 
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Operating Joint Tracks and Facilities—Debit 


Operating Joint Tracks and Facilities—Credit 


Insurance 


Clearing Wrecks 
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Other Expenses 


oeoeoerr oe se eee 


eeceoenneceree sce eee wr eee eee ee ee wo wer eee eee ee eee ee 


oeoereere eee ee 


eet erp a, 62.216. ©) ,6:.8).0; 6 (@, © Oe 6: 0 0) OU OlLe © 0.6 O11 6. @ oie Syle, Te) '0 S. Oe 9) 6.0 0.0. 6 


Damage to Property 
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MISCELLANEOUS OPERATIONS 


GE 


Dining and Buffet Service 
Restaurants 
Grain Elevators 
Other Miscellaneous Operations 
Operation Joint Miscellaneous Facilities—Debit 


NERAL 


Salaries and Expenses of General Officers 
Salaries and Expenses of Clerks and Aittendants 
General Office Supplies and Expenses 
Law Expenses 
Relief Department Expenses 


Pensions 
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Damage to Live Stock on Right-of-Way 
Loss and Diamage—Freight 
Loss and Damage—Biaggage 
Injuries to Persons 


correo eee ee @ 


oe eee ee ee eee 


ec r ee errr se eoee 


Cl utishe.e) oer ire lev s6 816 6 <1 eheL © © ©. 8) Gye een e #).ene, (67 e>.S (8) .0- 5 \e 


oe ee eee eee oe 


wel aie, btlieLe) eo. eel 6.16) 6X0 ¢le 9.9 6' 4), 6, © 9.01 91/4: '6,0) Shel eJe) © One pel ene 4.6) 6) 4. 8 


@ave O 6) ©) 6 6.6 06 6) G00 le 6 @ ©.» © 0) 0,16: 6 816; a 6 090) 4) 0505050 'e @ 0 


eoeroer ee eee ee 


eee eee ee se 


cee ee ee er eeoe 


oe ee ee ee ee 


coe eee ee ee oe 


© @ar-eF © o.oo, 0 6-6) 10, @ OMe] e020 016 ©) 6) 0,6, 660 e000 ey 6) 6 Je) 0) 0 fe) 4) 0; 0's 


ol! e eleijeile ic @1e 6 ¢ 
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Valuation Expenses 
Other Expenses 
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General Joint Facilities—Debit. 
General Joint Facilities—Credit 


eevee eeereeee 


1950 
$ 8,902,996 
24,433,996 
15,515,838 


16,750,847 


1,027,786 
1,868,155 
1,439,623 
599,109 
284,872 
614,286 
108,737 
89,170 
2,690,351 
18,205 
2,446,476 


$250,748,104 


$ 4,062,216 
308,086 
202,220 
500,765 
335,701 


$ 5,408,988 


$ 730,027 
9,000,732 
579,128 
576,347 
42,500: 
11,802,098 
385,148 
QE 
IUD i. 
106,754 
14,731 


$ 23,437,631 
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1949 
$ 8,532,258 
23,890,490 
15,405,952 
2,734,558 
770,251 
1,183,041 
212,852 
8,258,946 
3,556,679 
16,302,050 
1,064,057 
1,886,828 
1,389,854 
612,387 
18,513 
607,159 
308,559 
77,146 
3,292,634 
5,435 


2,015,289 
$245,715,517 


$ 4,218,483 
294,436 
191,072 
711,124 
346,668 


$ 5,761,783 


$ 632,212 
8,876,678 
500,659 
551,079 
42,500 
11,296,839 
369,507 
17,299 
226,767 
100,770 
14,296 


$ 22,600,014 
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CAPITALIZATION OF CANADIAN NATIONAL RAILWAYS 


Balance at Percent 
Year 1950 3lst Dec., 1950 of Total 
Equity CAPITAL: * 
Government of Canada—Proprietor’s 
quity :— , 
Capital Stock of Canadian National ; 
Fuel Way! COMPANY) |. Ge. area ooo tek No change $ 18,000,000 
Capital Stock of The Canadian National / 
Railways Securities Trust.......... No change 378,518,135 
Capital Expenditures by Government of 
Canada on Canadian Government 
Ect UW ee ele) Ph Gal Doe ete ote $ 1,946,933 379,877,514 
$ 776,395,649 35.7% 
BORROWED CAPITAL: 
Funded Debt held by the Public........ $ 34,164,321 $ 659,030,241 
Loans from the Government of Canada. : 3,813,648 739,847,514 
$ 1,398,877,755 64.3% 


$ 2,175,273,404 - 100.0% 


* Excluding shares of subsidiary companies held by public—$4,520,890. 


MAJOR CONTINGENT LIABILITIES 


Tue Derrorr & Totepo SHore Line Raiwroap Company: 

Assumed by Grand Trunk Western Railroad Company as joint and several 
guarantor by indorsement of principal and interest of $3,000,000 First Mortgage 
4 per cent—50 Year Gold Bonds due 1953. 


‘THE ToLeDoO TERMINAL RAILROAD CoMPANY: 


Assumed by Grand Trunk Western Railroad Company in respect of 
$5,800,000 First Mortgage 44 per cent—50 Year Gold Bonds due 1957. The 
guarantee is as to interest only and is several and not joint. Grand Trunk 
Western’s proportion is 9-68 per cent. | 


Cuicaco & WESTERN INDIANA RAILROAD CoMPANY: 


Assumed by Grand Trunk Western Railroad Company, pursuant to joint 
supplemental lease dated Ist July, 1902, between Grand Trunk Western Railway 
Company and four other proprietary companies. Obligation is for repayment. 
of principal of bonds at their maturity, and of interest as it falls due by way of 
annual rentals. The Grand Trunk Western’s obligation is for one-fifth of the 
bonds issued for “common” property and the entire amount of bonds issued for 
its “exclusive” property. The bonds are Consolidated Mortgage 50 Year 4 per 
cent bonds due 1952 and the amounts outstanding at 31st December, 1950, are: — 


desued sfor,“coninion’?. property.) hens eae ae $39 973,019 

Issued ‘for’ exclusive’ property 2.0.22. ee “ 252,535 
Assumed by Grand Trunk Western Railroad Company pursuant to joint 
supplementary lease dated 1st March, 1936, between Grand Trunk Western 
Railroad Company and other proprietary companies. Obligation is to pay as 
rental sinking fund payments sufficient to retire bonds at maturity and interest 


as it falls due. The Grand Trunk Western’s proportion is one-fifth in the 


absence of default of any of four other tenant companies. The bonds are First 
and Refunding Mortgage 44 per cent Series “D” Sinking Fund Bonds due 1962 
and the amount outstanding at 31st December, 1950, is $13,747,000. 


C.N.R. Pension Puan: 


Reserves have been set up against contracts in force under the 1935 con- 
tractual plan, but not against pensions conditionally accruing under that plan 
or prior non-contractual plans. 
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PROPERTY INVESTMENT ACCOUNT 
Expenditures Year 1950 
Roap: 
Mier Ste CO TISDEIRC LEGS hostel eile tara o ules ooh Dealeetette alc dlwide Sulaia $ 79,664 
MANAGE. LaltnOR Sete mare [ae esd Shaty. «Gs sa ac Susi le Mboet Alene Byerele Way ws 528,614 
FRIIS ANCA SUG O INES I. siqtere wiv sa ils io le atvigarehakaet a ais 8 Sys wales sa 1,914,807 
Tie Plates and Rail Anchors ............... FeO ee ae 2,403,382 
sare Wee Na Caer ee Sa Mo aca eee sve s' Ca MNS a Bina oI ow late Me's 442,829 
luarge Preighit Terminals... o.oo on 5 oe eg alt oie ie we be Downs 1,250,518 
eel Tac iene: Cyl Tite ey. car (24 hoon sea’ o bavaln atari Paice ee sae 4 1,661,260 
Roadway Machines 2 yee cig oe ew ele eels eee hoe 889,226 
Bridges, Trestles and Culverts .........-- sees e eee e eee eees 1,078,588 
Dirraaay trel eet ee tet oe ee ear eat date sin! o lel o) debe tee Iaer a at lane a eave 215,705 
Grossing Protection 2.0.00 cad ke eee ae ee teeees 350,418 
Stations and Station Facilities ........... 0. cece cee ee eee eee 1,217,542 
MV ECEOE SU TINS Para nelle aetcnsietabe Spe mo te wisn Te te rapa ace ania She me 9 110,686 
Shops, Enginehouses and Machimery............-+--++-+-ee- 1,854,120 
ee aa Pe VR ATCR eos aes ate ke ieee ache ob Se xh dm anataee ene) oats ah oe 155,620 
Automatic Signals and Interlocking Plants ...........--..-. 335,452 
Communication Systems 2... 5... 0. eee et eee eee reees 2,803,321 
Non-carthel: JoTODCrty c.f eeie see os cer se vd stairs ens f= vleaca > 215,995 
Stores Department. Buildings and Equipment ..............- 214,373 
eel Pere ol she Fecha os kota oleh sche Coteoa at vigls Bgesatoge ie enehe <ieiky air, Bh ms 895,866 $17,560,758 
EQUIPMENT: 
Equipment Purchased or Built. .........-: eee esse eee ee eee $21,362,780 
Equipment Retirements .........6. ee cece eee eee eee eee eee 4,955,201 
General Betterments to Equipment ..........-..---e eee eeees 3,307,230 
Equipment Conversions ......-...-. sy ROPE eet Wel ee 729,024 
Express and Miscellaneous Equipment .........--+++++++-+> 357,709 20,801,542 
Ty ieee Mle he cee ooh 8k cence ae eee tera Mino d spleen 1s si8! ay 0. Ghe he 907,852 
SEPARATELY OPERATED PROPERTIES .......... 2. sees eee tect eeeeeee 1,248,096 
Net ADDITIONS AND BETTERMENTS DURING 1950 ........-.-- $38,022,056 
Ledger Balance 1st January, 1950 ............ Abie Sei er as $2,186,133,738 
Net Additions and Betterments during the year ..........-+++++-- 38,022,056 
Capital Expenditures by Government on Caniadian Government Railways: 
Purchase of SS “Bar Haven’ and SS “Springdale” $1,466,933 
Purchase of Temiscouata railway property ....... 480,000) 1,946,933 
Ledger Balance at 31st December: (LODO iy. chs 2 worded no ae $2 226,102,727 
LOANS FROM THE GOVERNMENT OF CANADA 
Principal Interest Average 
Outstanding ~ Accrued Interest 
at Dec. 31, 1950 1950 Rate 
Loans for repatriation of U.K. securities .............-. $391,451,275 $13,700,577 3-50% 
Tioanes “for debt ‘Tedempbion |... ss che ede eae es cas 276,104,887 6,416,056 2-32% 
Loans for new rolling stock ..........c cece eee e cence eees 30,589,783 823,762 2:-55% 
Loans for investment in T.C.A. 2.1.2... 20. c ccc eee eee eee 19,043,022 571,290 3:00% 
Loans for capital expenditures ..........-2 eee e eee eee ees 5,886,566 147,164 2:50% 
Cianadian Government Railways—working capital at con- 
LCRA TON UE a oe crates File Silla, cle.nrwie bv Maiaieprer win + Ulavacd. al Ws 16,771,981 — 
$739,847,514 $21,658,849 2-92% 
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30 SESSIONAL COMMITTEE 


FINANCING 


Year 1950 
FUNDED DEBT—New Issues 


24% Canadian National Railway Company 21 Year Guaranteed 


Bonds; due January, 16 1971 2 kee ane eine wt ee red a $40,000,000 

22% Canadian National Railway Company Guaranteed Bonds, 
ci Mas kU et ins a na) 49725 aah. rie RUBIN eas antsaptcOagt Ut Meer Sapa age 6,000,000 

24% Equipment Trust Certificate Series “U” 1950, maturing 
serially to March lS, E960 2 2. ie ek ae cee ea ee ae ie 22,0005000 $68,000,000 


FUNDED Drstr—Retirements 


5% Canadian National Railway Company 40 Year Guaranteed 
Gold Bonds, due February 1, 1970, called February 1, 1950, 


ty LOS-—pate Value gyi ifeai Wego tase GRR ga ge eC $17,338,000 
4% Canadian Northern Pacific Railway Company First. Mort- 

gage Debenture Stock, due April 2, 1950.................. 797,082 
43% Canadian Northern Pacific Railway Company Terminal : 

Debenture Stock, due «April 2;/1950.%. 050 a Se 1b 2 ios 
4% Grand Trunk Western Railway Company First Mortgage 

Bonds; -duey uly, 15.1950; eo a6 Be shoe otk ess ol ae eee tne ste, 6,527,336 
4% Montreal & Province Line Railway Company First Mortgage 

Gold Bonds; due: October):1; 1950.0) eel ay Se eS eae 200,000 
Equipment: Trusts—principal payments......63....04 bee e eee ees 7,678,000 
24% Newfoundland Railway Registered Instalment Notes........ 142,206 
Securities, PEpasriateds soe ey Uy ted Bi aye Rae Rent Tr a NN er a a a 292 33,835,679 


Inerease: an. unded.) Debt) i050 2s jee Ce au Rea bees eR a a oe $34,164,321 


LOANS FROM GOVERNMENT OF CANADA—New 
MorarepatTiation:. of 16s, ecuri ties i oes thle abies ee ES $ 6,543 


LOANS FROM GOVERNMENT OF CANADA—Repaid 
inaans ror-new trolling stock uel cily I Cieca Sanus coeibe uc lelieks sta ay histator $3,819,191 
Boanstror debt redemption tir). bi) fateh CaN tear homeo ale eke et deceuetne te Reon 1,000 3,820,191 
Decrease in Loans from Government of Canada................. $ 3,813,648 
Imegreases ins Capital: DebtnlOS0%. 2% ne cs ane eee ie ae ea eee ee een a $30,350,673 


The issue of $40,000,000 Canadian National Railway Company 2% ‘Twenty-one Year 
Guaranteed Bonds, dated January 16, 1950, was sold at a price of 98.83, representing an 
annual interest cost to the Company of 2.95%, and is callable on any interest payment date 
on or after January 16, 1966, at par, on 30 days’ prior notice. 

The issue of $6,000,000 -Canadian National Railway Company 22% Guaranteed Bonds, 
dated June 15, 1950, was sold at a net price of 100.35, representing an annual interest cost 
to the Company of 2.73%, and is subject to redemption as a whole on or before June 14, 1954, 
at a premium of 24%, or thereafter to June 14, 1970, at varying premium rates. After 
June 14, 1970, and until maturity, June 15, 1975, the bonds are redeemable at par. 

The issue of $22,000,000 23% Equipment Trust Certificates Series “U” 1950, dated 
March 15, 1950, was made to finance to the extent of approximately 75% new equipment 
costing $29, 581,632. The Certificates which mature in twenty semi-annual instalments were 
sold at a price of 99.405, representing ¢ an annual interest cost to the Company of 2.37%. 
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RAILWAYS AND SHIPPING 


INVESTMENTS IN AFFILIATED COMPANIES 


Total Owned by Can. Nat. System 


Par Value at Dec. 31, 1950 
CoMPANY Outstanding Par Value Book Value 


STOCKS: 


4 Wal ih Were ARR CIEE BS RO ARG ks Ort Uy aca Tee 800 ~ 800 800 
Chicago & Western Indiana Railroad 

CRAIN Ye VON PSE Ra era Yul ig Oh 5,000,000 1,000,000 1,000,000 
The Detroit & Toledo Shore Line Rail- 

BORG) GOnipaniy i aiaicouaor dalek a re 3,000,000 1,500,000 1,500,000 
Detroit Terminal Railroad Company... 2,000,000 1,000,000 1,000,000 
Northern Alberta Railways Company.. 12,500,000 6,250,000 6,250,000 
The Public Markets, Limited........... 1,150,000 575,000 575,000 
Railway Express Agency, Incorporated | 

(DOs DAM SVS isla), siers Saealassiet we ws 1,000 shares 6 shares 600 
Shawinigan Falls Terminal Railway 

COMPA yy cy ei touts aw be eee wiht 300,000: 150,000 62,500 
The Toronto Terminals Railway Com- , 

LS Bp US es in ALE OR ee TAA aes 500,000 250,000 250,000 
The Toledo Terminal Railroad Com- 

Tg aa CCR Ne RR Ria AL SoBe RES TITER 4,000,000 387,200 387,200 
Trans-Canada ‘Air’ Lines: 2.54. 6..... 2's 25,000,000 25,000,000 25,000,000: 
Vancouver Hotel. Company Limited.... 150,000 75,000 75,000 

Bonps: 
Northern Alberta Railways Co. Ist Mort- 

BESO STUN CC eae IA ae aS PE SESE $21,955,000 $10,977,500 $10,977,500 
The Toronto Terminals Railway Co. Ist 

POP USR ENE SOLUES a0 o2 at ao Ae tig tell ol 1475 25,910,000 12,955,000 12,955,000 

ADVANCES: 
The Belt Railway Company of Chicago...............sseee seers $ 8,609 
Chicago & Western Indiana Railroad Company............++-.-. 3,261,811 
Northern Alberta Railways Company.........0.2eeeeee cece ceens 50,000 
Railway Express Agency, Incorporated............6.e+s eee renee 173,493 
Shawinigan Falls Terminal Railway Company...............--- 32,500 
Vancouver Hotel Company Limited...........-. ese eee eee eeee 1,904 

Total Investments in Affiliated Companies as per Balance Sheet................. 


The Belt Railway Company of Chicago.. $ 3,120,000 $ 240,000 $ 240,000 
Canadian Government Merchant Marine, ~ 
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$36,341,100, 


23,932,500 


3,528,317 


$63,801,917 


32 | SESSIONAL COMMITTEE 


COMPANIES COMPRISING THE CANADIAN NATIONAL RAILWAY SYSTEM 


CAPITAL STOCKS OWNED BY GOVERNMENT OF CANADA 


Company ‘ 
Number ee | 
1 Canadian ‘National Railway. Compahyes Saat... ee bs hem can $ 18,000,000 
2 The Canadian National Railways Securities Trust..........0.....0.. 378,518,135 — 


$ 396,518,135 


CAPITAL STOCKS OWNED BY SYSTEM OR PUBLIC 


Owned by 
f : Company Capital Stock Owned by 
Name of Issuing Company Number Issued Public 
3 Atlantic and St. Lawrence Railroad Company 1 $ 6,302,340 $ 12,240 
4 The Bay of Quinte Railway Company......... 20 1,395,000 — 
5 The a and Barry’s Bay Railway Com- 
OY a OIE Se are aes CATs, Gens aes 0 20 125,000 
6 The Canes Express Company.......... 0.0. 1 1,768,800 
7 Canadian National Electric Railways........ 20 1,750,000 
8 Canadian National Express Company......... 21 1,000,000 
9 *Canadian National Railways (France)—franes 
RE) Sc SEE ce Cd Raed Roan on tee epee ee 1 1,893,574 
10 *Canadian National Realties, Limited......... 20 40,000 
11 Canadian National Rolling Stock Limited.... 1 50,000 
12 *Canadian National Steamship Company, 
RGM IL GEE oh ORAS aah Geo sial ctacnler ke Baatdet Saeki Tene 40 15,000 
13 Canadian National Telegraph Company....... 20 500,000 
14 *Canadian National Transportation, Limited. 1 500 
15 The Canadian Northern Alberta Railw ay 
Gamma ny Olas Wars cok ide ey aaa 20 3,000,000 
16 Canadian Northern Manitoba Railway Com- 
RAINY cho 9S wal wk tha eta tay ital, tases ele ah ok sae ee ai 20 250,000 - 
17 The Canadian Northern Ontario -Railway 
Compngny aw. Bone CEs On de ae ce 20 10,000,000 
18 Canadian Northern Pacific Railway Com- 
NY ie tele 8 Calais Bo Sloe cree bak SR ato 20 25,000,000 
19 The Canadian Northern Quebec Railway 
Corman anyoit aie Uc ean os Cate a ees a ices 20 9,550,000 3,849,200 
20 The Canadian Northern Railway Company... 1 18,000,000 
21 The Canadian Northern Railway Express 
Company; ~ Limited -o. 63 .. 458 Ree ee, 20 1,000,000 
22 Canadian Northern Steamships, Limited...... 20 2.000,000 
ye Canadian Northern System Terminals (Ltd.). 20 2,000,000 
24 Canadian Northern Western Railway Company 20 2,000,000 
Shar Phe Centmont. OOPpOration «so. Sc se.sscbwe seas 28 176,400 
26 Central Counties Railway............ SM ere 1 500,000 12,000 
Ze The’ Gentral’ Ontario Railway . <i ois as es wees 20 3,331,000 
28 Central Vermont Railway, Inc..:............ 1 10,000,000 
29 Central -Vermont,: Terminal, Ine... co.) k it ea. 28 5,000 
30 *Central Vermont Transit Corporation........ 25 5,000 
31 Central Vermont Transportation Company.... 25, 28 200,000 
32 The Champlain and St. Lawrence Railroad 
WanInANy steak Tei core sateen Rea aee kann eae 1 50,000 
33 *Consolidated Land Corporation............... 43 64,000 
34 Duluth, Rainy Lake & Winnipeg Railway 
CORO REN YO Gd eats h a ss oie ke wee Aw BR times 36 2,000,000 
"as Duluth, Winnipeg and Pacific Railroad Com- 
Ph Sa Meyer SNP ee Siar cy Seki mayen ay, Soe 36 100,000 
36 Duluth, Winnipeg and Pacific Railway Com- 
PRQTY: oS HS wis, ou al ecaey pe eR TS ke She ep a nee Te 20 3,100,000 
37. *Grand Trunk-Milwaukee Car Ferry Company. 43 200,000 
38 The Grand Trunk Pacific Branch Lines Com- 
BIRTYs 5 Uae Ses sie tee bes ooo ye ee artes 40 200,000 
39 The Grand Trunk Pacific Development Com- 
pany, Limited’ .... 2.5. fese eect awe tnete es 40 3,000,000 
40 The Grand Trunk Pacific Railway Company. . 1 24,940,200 
4] The Grand Trunk Pacific Saskatchewan Rail- 
way Company ©. 2 sos sss 3% ph lee gai 40 20,000 
42 *Grand Trunk Pacific Terminal Elevator Com- 3 
pany, (Limited) ........5.s.snseeeb ever 40 501,000 


COMPANIES COM 


Owned by 
Company Company 
Number Name of Issuing Company Number 
Grand Trunk Western Railroad Company 
43 COOMMON S34 cre via « eperaisy or ee lah hee rere Et ata 
Grand Trunk Western Railroad Company 1 
(Up Teterred) ee er et aon oe wate Nee ea Shes 
44 The Great North Western Telegraph Company 
of Canada (Including $331,500 held in 
MAS Wis bial seee) Seek hall ci Siac oilonete nn bad go aca viicuwlene 13 
45 The Halifax and South Western Railway 
GRID AI coro) sw andes a pein tortie piel eae 4 oats sel bones ese 20 
46 *Indutstrial. Land Company...) 0.0.5... .deeee 43 
47 International Bridge Company............... 1 
48 The James Bay and Eastern Railway Com- 
AU Voh veers 3 Cdwisto eye cits dicho mre Redaberg fete’ & ote alate 20 
49 The Lake Superior Terminals Company 
: it CeCe sree ie eee cele Oe! MG wleleele ever seals 20 
50 The Maganetawan River Railway Company... 1 
51 Manitoba Northern Railway Company....... 1 
52 The Marmora Railway and Mining Com- 
Eine, ye cp ACE i Setar ie er ape ine ee ae 20 
53 The Minnesota and Manitoba Railroad Com- 
DVALUY eae Sidig! at's ihn 2a, ale a's eae aime Bia ola 2 wee 20 
54 The Minnesota and Ontario Bridge Company. . 20 
55  *Montreal and Southern Counties Railway Com- 
DDAUY ose y Sel shele (sie eee sishe: ein ia e Wele rae sie ee elas 1 
56 The Montreal and Vermont Junction Rail- 
Way. COUMANY )< sie eo oreo es ain a = eae slows as 28 
57  *Montreal Fruit & Produce Terminal Company, 
De Pra eet MRR EP era ht 2 Oe Roe apie arta Rea Poe ame y SOU r a 1 
58 *The Montreal Stock Yards Company......... 1 
59 *The Montreal Warehousing Company......... 1 
60 Mount Royal Tunnel and Terminal Company, 
Wa POC ie eet oe Beater ey ek ev REL uate ia oanfetata 20 
61 Muskegon Railway and Navigation Company. . 43 
62 *National Terminals of Canada, Limited....... 1 
63 National Transcontinental Railway Branch 
Lines Company . 5.22.2 00s sae eats ot as 1 
64 *The Niagara, St. Catharines and Toronto 
Railway Company ....2.....e eee encase 20 
65 *The Niagara, St. Catharines and Toronto 
Navigation Company (Limited).......... 64 
66 *The Oshawa Railway Company........---+++: 1 
67 The Ottawa Terminals Railway Company..... 1 
68 The Pembroke Southern Railway Company... 1 
69 Prince George, Limited........-.+-:eeeeee eens 1 
70 Prince Rupert, Limited.......-...-seeeeeeees 1 
71 The Quebec and Lake St. John Railway Com- Be 
\ IG Me he ics be cdoba ene Sines nye are se 
re The lout waielles Long Lake and Saskatchewan 
Railroad and Steamboat Company......-- 20 
73 Rail & River Coal Company.........-++++++: 1 
74 St. Boniface Western Land Company......... 20 
75 The St. Charles and Huron River Railway 
COmpAay seis soe evis eee ee Ae cote) fear doo ae, 8 20 
76 St. Clair’ Tunnel Company......--.s+seeeeees 1 
77  *The Thousand Islands Railway Company..... 1 
78 The United States and Canada Rail Road 
COMPANY Cee an ola eine vip eee am citne lan 2 ott 1 
79 Vermont and Province Line Railroad Company 1 
80 The Winnipeg Land Company Limited.......- 20 


The Income Accounts of Companies indicated (*) are included in the Syst 


Account as “Separately Operated Properties.” 
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RAILWAYS AND SHIPPING 


Capital Stock 


Issued 


$ 20,000,000 
25,000,000 


373,625 
1,000,000 
1,000 
1,500,000 
125,000 


500,000 
30,000: 
500,000 


128,600 


400,000 
100,000 


500,000 
197,300 


500 
350,000 
236,000 


5,000,000 
161,293 
2,500 


500 
925,000 


100,000 
40,000 
250,000 
107,800 
10,000 
10,000 


4,508,300 


201,000 
2,000,000 
250,000 


1,000 
700,000 
60,000 


219,400 
200,000 
100,000 


$ 201,821,632 


$ 
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PRISING THE CANADIAN NATIONAL RAILWAY SYSTEM (Cont.) 
CAPITAL STOCKS OWNED BY SYSTEM OR PUBLIC (Cont.) 


Owned by 
Public 


140,600 


10,440 


489,160 


425 


$ 4,520,890 


em Income 


6,825 


\ 


34 SESSIONAL COMMITTEE 
RAILWAY EQUIPMENT 
Decem- | Addi- | Retire- Conversions Deane 
tions ments during year : 
— ber 31, shat : ber 31, 
1949 uring during z 1950. 
year year Added | Retired 
LocoMoTIVES: 
Passenger—Freight................. 1,955 7 36 gh CAE PR iat = 1,927 
Sete DINS Sen ar Woe ee Uae S541. Ora Vee tet Pe oe od > 1 546 
Ree OIC sere Miteer Gee ies ao Balt ai 24 EA | a Ne Re UENCE hee daca. or 8 Pes a 
Paesel Blectrias: oie oe oo 148 De PRS oy anes ee LON Soe anes 1 eae 177 
POCA ie Kant RN ako Re. 2,681 39 43 1 1 2,677 
FREIGHT EQUIPMENT: 
TSO ATE: crcl eerie AM aed Sg Pena 76, 442 116 DOR a. Be ak 405 75, 149 
1 CS ACS do RE Oa OP AIS de Ie Rage 5,464 521 Guise er 36 5, 883 
CORK) COATS eK kL bn i coaytola ely Rul bey ShO3 2: tines eae 16 119 3 3, la2 
WOAUOATS Vite Celia oe ane Pa 16, 598 100 RZ ee oe 89 16,117 
OP NTR Eek OE Bee ROW ATE Sh Cece Rerr me ays ae DAD ialeind nay eerie Laity tear 10 231 
iretriverator Gareois vt wees esned A .OR AT is aan DO Cee ee 4,001 
ARGOROICATS yo al oN aso oeeioaer 1,704 3 28 LAS itsettclae: P  a 1, 731 
Other Cars in Freight Service...... 13: 77: Ws Nh dae NR gh AEN a tere aga) at 37 
ph Be re aegteng at  a MR 107, 552 764 1, 663 171 543 106, 281 
PASSENGER EQUIPMENT: 
ROAGRACATS Or le hes hike rere 1,126 34 0 IN DA eR EO ck 1,132 
Combination Garai). si eke a. 262 5 9 Oe eee 264 
PAINS EATS. Fe Cir. Got ard ee eace Bie OSB. ine Beretta ait lacs Si Ars A OL Ne en eS 93 
OLIN CAAT Sth cels kon cee eee LOCA es ANE hee hse 6 158 
LEP Sg Po bee Oh I anual Ga date REN oe A (9 hd pe RE neal ERE MDC Dn ae Ga 1 60 
Sele ree Moe in GO e aba eldle ot 273, See Lo) Fee Aa aM 26 
BICSDINGICOATS Ee AHN a a i ES od bilad, 366 20 LAE he ere 5 380 
EROUBISH OATS ih boner ele eeat ATA AS as 7 AN pane oA MEN A Std oa 43 
Baggage and Express Cars.......... 1,133 53 20} BERS Yael 1,166 
Postal Carey WHO ec ee rh ag ee 1513 Pb abet eae cons eae rma wth) Percasie Rats Bod ipa Sy od 55 
jy GE or UU aa PR RT se NALA ta 8 28 2 Loe ec ial oe eae 29 
Other Cars in Passenger Service 53 2 Li tapaak Sane 1 53 
OLA OMG LT, SY eee eee 3,417 116 67 6 13 3,459 
Work EQuiIPMENT: 
Cars in Work Service............... 7,769 38 239 by. Ps oe acta 7,947 
FLoatinGc EQUIPMENT: 
POL TICS . o7U Kc tak cl who ales Bie Pe SNe ery Aa Eid erie ee fk de ak eae ae 8 
1 a rd sh ROSIE age AGH, gh HORM STS AA GOMES ag LAM iA eSe ONT Maal (aa Mee bane NG fhe aed arto ol saaate tg) 6 
MMS TINOL RSL hire ee rsiey. Th. hte d neil 11 Sy Pena RLU TM I Aime cy okie) yt 14 
Sg ET BR LUA Oo CRU RUE tay gm) BP SR Te UE RIS Renal a cr er 5 
Work mtr Bur cuts derircnte.: MWhN, Biaheoys TI UNA ILE: Bs Nia at TAA Ok Oa YN oe a 3 


a ee, ee ey 


* Includes Temiscouata Railway equipment acquired January 1, 1950—117 units. 


- 
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RAILWAYS AND SHIPPING 


STATISTICS OF RAIL-LINE OPERATIONS 


*TRAIN-MILES: 1950 
Freight Service .......... Heke BEI Re Wana el cites teatt lm ated dile S teias thats 45,458,577 
PIABREN GER SSCL VICE a cinco ei dic scaietilal clea a ath ste Pare ole ia ke 22,387,001 

fr OR EES eet AN 6 Day a Ns SP RA HAAR 67,845,578 
Work Service ......... We olan Pre SB Nate HL ss oi 9 eal AG 1,660,668 
SEU 0) ahs lelssn' ee PaO Bet PMs Ua Ga Ma ata CMa gM, 69,506,246 

* LOCOMOTIVE-MILES: 

Beer SOUVACEN Helii che! Gis sank ee Re Slide Vialig A RISly ee eke’ ating \atecg 48,499,499 
OMELET TIOLIVICO Ge se aiiatnle Wig yc Cope eae etal doo, die ie nk Hi nlp ds Biosys 22,451,088 
Train Switching—Freight ................ IN te OEE lol ok ie gt 3,913,276 
Pe PARROT TONY, Lenten ie aitele ciate ti acel ele h we ales gait, ible 148,239 
iat wi linm OL OING: (aril catalase iidtacs eles el e's le gies ales nies 16,696,883 
er ARSE TLS OY IY oa. e da eoals Gee tieiaiclaece aiiece ales avn 1,678,613 

ERS EP a eae ot hor eaatt 4 Wid i) a MA, SPU Mal avel lela iat ons! 2 ie gies 93,387,598 | 
VNR OO VC ERS ir diosa) ay! nlni news suet ghevorp Inialetecaueyae Sela e, Sar )aia.s 2,224,277 
PRR Oe AUR Yea ae ol Nes Ge Vaca wa nM miata eters ther che’ h laiiatec gee 95,611,875 

-*CAR-MILES—FREIGHT SERVICE: 

TOBA O UL ROTL DEA GATE iyo 66's Meroe ial ciahstahe a Mca Ris wkelel oie iaty ola alti era's 1,225,840,184 
PEPE OTE G COALS Vale cle le de Colgate ee alec ee ame oliejal ow Mlb att 530,990,013 
Passenger Coach and Combination Cars ................6., 6,651,117 
Sleeping, Parlor and Observation Cars ..............050085 410,567 
EVENTS AAR aes erg tele Sra ahs ink $M ethan a alevest ole ats, shal aie Berohk he 34,650 
MCAS ES 21s ye alles ono ia cabhae« <b sbnieig. & see. © ashe ote cua wl elnle yh Heel gales! ole 8,026,236 
PMNS RT yell cot at OSB S a has ile! dh eet d fons ded aa nae Ae omeleh olor 44,790,469 
1S BE AOR NOSTRIN a oy cD RAIA UN GASH PUB ar 1 1,816,743,236 

*CAR-MILES—PASSENGER SERVICE: 

W508 GEAR P OTE IG OATS 5) he ial dee aie! Dolo aks ale to; Sreiatel ites ete anees Soeta'ai', « 687,577 
RE TOLy DU re teri CAs c, eed lare ie: eels ela BV evel a Wiens ale siavaie ee aid welel es 4 82,782 
Passenger Coach and Combination Cars ............0 sees eee 56,183,679 
Sleeping, Parlor and Observation Cars .............0 eee cues 50,546,895 
PERSO CAES ditch ch ais sre tig ise oie Si Siake olatitle Valb bibhs wieveiaias laa Bye ale 8,128,985 
Mt ae capris Bile DANS dds Cale ay eatele WT ott po ailarels phaveregcakh, «be 76,286,092 
VE UADE ER 8 COAT ee cr atetere  e hse ancl ee eee aah er nut SI inti sual a Oeab and tals 596,160 
ORR ALS elt Lah chet eid. CRs Riek OU Tea fete ial wae aye ia love -oavian Lg 753,218 

EP ir Ha ey Othe eS Betta Nee a U siighe ad dis ain eal ate ois, Ruayevarole mar cache alate 193,265,388 
SOE NG 1B TSUN Ec, ee. 2) st iia a ah alals eal ele talthtelc te ie leue(Sagrerin ¢ oo) dbetanena a's 2,010,008,624 

VN eS TC ae rie ile ene Ais ei ane Wield we marae kel ge Gi cone 3,627,430 

SE aT Oa ah ts arc as taeda UIE, Dine esting wile giahePaneente ws tray aes aveh bis 2,013,636,054 

AVERAGE MILEAGE OF ROAD OPERATED ...... SR a UA ic eo aa 24,188.40 

FREIGHT TRAFFIC: 

Tone. eparried——Revenue freight... fm. ne sec ales p's sealers oe ees 81,364,658 
Tons carried one mile—Revenue freight ............ Wein ote 31,988.269,548 
PCIe NEAPEVODUE ccalss bbe. 5 6 chalet Boers ohare RE Ries CAL na, Oke ds Mcttctee’ 4 $455,780,004 
ST SMS A IIT) OTL, WU ess UR! Wad ath cal hate lal ati) 08 ove ow nod ales i/o oA as $5.47879 
REV MDGS DCU MT TNITC 5. sini Mare ie 8. cueteydiel'n o ehdy whe’ ¥ia/4' a's win isin oes $0.01394 
ME aeriors Fevonter POU 5.8) 26. ia Gio falc nell wel o: Sorel aja.sien sn bye ores 393.15 
Ton-miles—Revenue freight per mile of road ............... 1,317.500 
Ton-miles—All freight per mile of road ...............-6-. 1,451,268 
*Gross ton-miles of cars, contents and cabooses .............. 77,219,463.322 
Net ton-miles of freight (Revenue and non-revenue) ........ 35,103,861,182 
*Train-hourg in freight road Service ..... 26. eee s cet encees 2,805,604 
PASSENGER TRAFFIC: 
Pee TIE ETS: CATULED fy eis. wie Col ale Reels Ma ate Dias nadia olabay ea. aie 16,819,857 
Passengers carried one mile )....... cee w eles cca sane ee ae —-1,407,724,037 
Pipeseneer FEVEMUA TE Ab Awl s ts okies A aie tetas mitra es see ee ol $39.889.206 
RePEDUG EDEL AAneeEOTS, We fi. hy onl. sow aie aie shoe base Silage 4 Las 4 $2:37155 
Miles: per (TeVeNMe ASSENIG ET oie i. ole Ne dc tees wl Oe eae felons elas 83.69 
Revenue per:.passenger: mile . i)... 6. bees silos wales Relay. Saale te $0.02834 
Passenger-miles per mile of road ..........0seee cere ee ess 58,198 

Net RAILWAY OPERATING INCOME: 

Grods revenue’ per mile of road) ..3. cs cee ce ede ce eaeeseene $22.896.58 
Gross railway operating charge per mile of road ............ $21,224.52 
Net railway operating income per mile of road ..........--. $1,672.06 


*1949 figures exclude Newfoundland District. 
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1949 
43,160,657 
23,740,378 


66,901,035 
1,491,904 
68,392,939 


45,831,562 
23,805,688 
3,790,738 

| 159,041 
15,579,565 
1,707,756 


90,867,350 
2,003,049 


92,870,399 


1,158,838,514 
500,340,311 
6,127,545 
364,712 
19,667 
7,404,387 
42,570,764 


1,715,665,900 


788,212 
79,081 
60,709,393 
52,896,982 
8,084,720 
77,933,744 
666,307 
763,775 
201,922,214 
1,917,588,114 
3,232,465 


1,920,820,579 
“23,902.01 


76,845,970 
30.921,807,529 
$394,424,463 
$5.13266 
$0.01276 
402.39. 
1,288.376 
1,405,767 
73,203,829,127 
33,600,657,164 
2,681,868 


18.678,371 
1,620.839,960 
$43 287.240 
$2.31751 
86.78 
$0.02671 
67,812 


$20.949.01 
$20.716.94 
$232.07 
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REVENUE TONNAGE BY COMMODITIES 


AGRICULTURAL PRODUCTS: 


‘Other Agricultural Products 
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‘beans) 
Flour 
Other Mill Products 
Hay and Straw 
Cotton, 
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Other Fruit (fresh) 
Potatoes 
Other Fresh Vegetables 
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ANIMAL PRODUCTS: 
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Pouliry (live) 

Dressed Meats or Dressed Paitees (fresh or 
frozen) 

Dressed Meats (cured or salted) .............. 


Other Packing House Products (edible) 
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MINE PrRopucts: 


Anthracite Coal 
Bituminous Coal 
Sub-Bituminous Coal 
Lignite Coal 
Coke 
Iron Ores and Concentrates 
Copper Ore and Concentrates 
Other Ores and Concentrates 
Base Bullion, Matte, Pig and Ingot (non-ferrous 

PROCITE OR ce gai rte BL tok eda NR ae 
Sand and Gnavel 
Stone (crushed, ground, broken) 
Slate, Dimension or Block Stone 
Crude Petroleum 
ee (natural, by-product petroleum) 

alt 
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Forest Propvucts: 


Logs, Posts, Poles, Piling 
Ree nood and Other Firewood 
ies 
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Material 
Plywood 
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Year 
1950 


Tons 
4,939,977 
474,822 
‘1,116,847 
1,000,342 
122,299 
45,771 


188,804 
923,044 
1,663,433 
138,770 
93,001 
86,892 
279,946 
398,191 
242,692 
785,983 


12,500,814 


32,775 


210,284 
35,871 
70,147 
12,139 
36,578 
25,772 
33,593 
74,008 
97,668 


1,035,568 


2,543,195 
11,339,124 
1,340,030 
723,653 
926,845 
1,374,878 
236,386 
2,598,251 


602,087 
2,185,148 
2,443,199 

89,378 
1,126,383 
384,877 

457 833 

2,210,817 


30,582,084 


601,668 
257,559 
47,009 
4,232,336 


4,956,332 
95,003 
317,578 


Year 
1949 


Tons 
Oy 50;L0L 

557,987 
1,342,509 


1,171,881. 


180,778 
102,362 


178,209 
918,830 
1,667,837 
130,326 
81,093 
86,545 
304,038 
400,370 
248,462 
766,211 


13,890,569 


22,790 
320,044 


TGs 


133,801 
86 


223,876 © 


41,094 
86,703 
35,821 
34,950: 
35,036 
26,701 
86,577 
82,054 


1,141,175 


2,308,810 
8,918,681 
1,238,632 
593,040 
797,968 
1,275,273 
248,205 
2,359,510 


556,352 
2,163,794 
2,361,081 

139,120 

775,857 

353,924 

438,754 
1,892,538 


26,421,539 


641.144 
274,551 
49,434 
4,659,091 


4,061,996 
69,364 
316,918 


10,507,485 10,072,498 


Increase or 
Decrease 


Tons 
813,154 


83,165 


225,662 
171,539 
58,479 
56,591 


10,595 


4,214 ~ 


4404 
8,444 
11,908 
347 
24,092 
2,179 
5,770 
19,772 


1,389,755 


9,985 
44,849 
2,859 
11,324 
192 


13,592 
5,228 
16,556 
23,682 
1,628 
9,264 
6,892 
12,569 
15,614 


105,607 


234,385 
2,420,443 
101,398 
130,613 
128,877 
99,605 
11,819 
238,741 


45,735 
21,354 
82,118 
49,742 
350,526 


30,953 


19,079 
318,279 


4,160,545 


39,476 
16,992 
2 425 


426,755 | 


894.336 
25,639 
660 


434,987 © 
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Year Year Increase or 
“ 1950 1949 Decrease 
Per 
‘Tons Tons Tons Cent 
MANUFACTURES AND MISCELLANEOUS: 
RPSL CUE ial. Mid gig sia hye MS Clopmet capa he yw aie o eedeintes 1,992,205 1,998,091 5,886 -29 
Petroleum Oils and Petroleum Products (except 
BAIAE ANA | CABOLCTIE oF CA UR a Ae wi obo 5 ee gaa vlan 1,824,254 1,554,394 269,860. » 17-36 
SUgaT ec he eee cee sac sg imes eel ene ee ofgs nae 306,022 360,599 54,57% 15-14 
Tron, Pig and Bloom ...........-::eee eee eeeee 599,476 454,026 145,450 32-04 
eable rand) aspera 00's. ose Mae sek +o awss cic sie 56,724 66,193 9,469 14°31 
Iron and Steel (bar, sheet, structural, pipe) 1,621,418 1,722,369 100,951 5°86 
Castings, Machinery and Boilers ............... 304,410 300,152 4,258 1-42 
Re MEL IIR APO eye Rat cole Van Zie tear iaeel iden oc re faasb eh aiatcons 933,373 1,055,321 121,948 11°56 
Brick. -and: Artificial Stone isis dec ose cacscexs 341,498 338,701 2190 5283 
UNE YELE Ws Ch Mid Be oe" lea Se I AIA ea ae ar era tg 562,267 519,650 42,617 ~ 8:20 
Sewer Pipe and Drain Tile = 22.0.4... ea cieles 8 58,027 53,905 4122 1660 
Agricultural Implements and Vehicles other than 
PRUECRO Oe ee Us ce Oe kus @ BEES oem eae wre ats 349,326 393,310 43,984 11:18 
Automobiles, Auto Trucks and Auto Parts ..... 2,461,632 1,925,530 536,102 27-84 
Household Goods and Settlers Effects............ 15,497 17,392 1,895 10°90 
TMD EERE acs PA A Ge SEER ni ne PIA St PRE ei em 63,571 54,504 9,067 16-64 
Pea OU AOS sen era ks Ora a oth oveue o. eeiere Seek wie seb g 305,954 368, 129 62,175 16°89 
Merttlimers.. iclht Kime see has bcdaliel Se oy g idm is ends alee 995,762 1,122,363 126,601 11:28 
ME EE! Pia OR SO steam bu aimingee macd awa alle allo lays 2,082,046 1,931,918 150,128 Eee 
MOMs te ME ACN 4 a ele thc coe, Gia wchr~ ohe peak ccnpte Mua od ape tera 370,596 356,079 14,517 4:08 
Paperboard, Pulpboard and Wallboard (paper) . 637,100 513,564 123,536 24-05 
Pu Nr ace MeDL TRG ree Mrs acith ch sich Lar Te Mt a. hata ae Ds «/8V sabe. a ot W eal L35 hore 974,793 376,584 38-63 
Fish (fresh, frozen, cured! etc.) 2.0.0... ...ee es 95,407 109,723 14,316 13:05 
Canned Goods (all ‘canned food products) ........ 605,860: 592,620 13,240 2-23 
Other Manufactures and Miscellaneous ......... 6,959,614 6,453,670 505,944 7-84 
Merchandise (all L.C.L. Freight) ............... 1,845,291 © 2,083,193 237,902 11-42 
Ae Ag ge 9 ae eg RO Sta Saas aay Pee ee Sree Re 26,738,707 25,320,189 1,418,518 5-60 
PASTEL TN arte Bist les Se te bone aR wea Id shies dia were 81,364,658 76,845,970 4,518,688 5-88 
OPERATED MILEAGE, 3lst DECEMBER, 1950 
Territory Owned Leased Trackage Total 
OPERATED ROAD MILEAGE 
TAAL AUIEIG “AROCUOM ook Go ate Wieleldi a alels iuglaiwe ovate 2% * 3,792.08 6.41 82.95 3,881.44 
erie male COWS oa eos. tidln, aieletels: oom cists: oi siale ops le, « 7,140.09 347.91 27 .86 7,515.86 
WV eater CCIOI sk oe sae ac's oo Ag 6% 6 winks ee 8 11,337.74 34.84 92.54 11,465.12 
Grand Trunk Western Lines ............ 904.35 9.50 60.30 974.15 
Central Vermont Mee ©. 50 oy selene eles cess PRY) 125.18 58.73 421.83 
Total First Main’ Track 20... 60.00%. 23,412.18 523.84 322.38 24,258.40 
Prt ee IE GCHAD AUD bie 28% oe seis wed OIE Bee vis ob laip's 22,054.48 216.79 198.96 22,470.23 
Tannese © Nited: «DP UAtES oko. oke sare: oc ayee ave oidoo Teaorec 307.05 123.42 1,788.17 
*Includes Temiscouata Railway 100.75 miles. ag 
OPERATED MILEAGE ALL TRACKS 
ipa Maine | TAC rao aloce civ ose etidee sho ielalepess”s. 2 23,412.18 523.84 322.38 24,258.40 
Secor Veal HbTaGle: elie wahote Lampert edits «0/ es 1,223.71 9.34 85.42 1,318.47 
2 A Prtate Beat Peto i iad by ae el dle ct ea etree Rens Pues Inet yn 27.95 3.49 31.44 
Fourth and Other Main Tracks .......... 10.78 5.09 15.87 
Spurs, Sidings and Yard Tracks .......... 6,062.34 169.07 1,266.87 7,498.28 
EPObAL. Alla LACES wo. Cakicas et os PS *30,736.96 702.25 1,683.25 33,122.46 


*Includes Temiscouata Railway First Main Track 100.75 miles; Spurs, 


Sidings, etc., 9.79 miles, 
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DISBURSEMENT OF TOTAL OPERATING REVENUES AND EXPENSES 
Operating revenues were Operating expenses were 
disbursed :— disbursed :— 
1950-% 1949-% 1950-% 1949-% 
RAP OU IN Oi teen ie RL ae ie a Ray 53.39 56.82 59.85 59.46 
REO LT or met etat aioe a stene a ais we ete Lies ey 9.95 11.00 11.16 Re sy Oe 
Other) Expenses.) ).))00./5025 05% 25.86 27.74 28.99 29.03 
Total Operating Expenses. . 89.20 95.56 100.00 | 100.00 
Available for Taxes and Other 
PRCOUN DR Nos, ha inte id ye ldbia cote s oe 10.80: 4.44 
POUR AG Coe eee panels seat chee 100.00 100.00 100.00 100.00 
Maintenance of Way Accounts. 16.39 17.66 : 18.38 18.48 
Maintenance of Equipment 
ACCOUNTANCY Sek Ce hi eee went 20:61 21:35 2S e11 22.35 
Patch ACCOUMPS! AT. s e.die Pes eit. ied ia A 1.82 1.91 1.90 
Transportation Accounts ...... 45.28 49.07 50.76 51.35 
Miscellaneous Accounts ....... .98 ) fea 8) 1.10 1.20 
General Accounts ............ Pies. 2 1 4.51 4.74 4.72 
Total Operating Expenses. . 89.20 95.56 100.00 100.00 
EMPLOYEES AND THEIR COMPENSATION $ 
* Average Number *Total Average Per 
Year of Employees Payroll Employee 
“IES URANO a ARS RE ll ER COA RGR Sle UR sR i a 78,129 $122,354,101 $1,566 
TE URE St a De HRS CE LR: MHI CA oC 4 111,806 311,041,852 2,782 
SVCD ME GL aie Yaies a batik ins Yat ava ka oeloies tal nt Bota gd a Oe 112,874 318,208,185 2,819 


*Includes employees of railway, express and communication systems. Excludes hotel and 
subsidiary company employees. 


CANADIAN NATIONAL SERVICE IS WORLD-WIDE 


The Canadian National maintains offices in the United States, Europe, 
Australia and New Zealand, to render helpful service and give information in 
connection with the traffic and other interests of the Company and of Canada 
generally. The principal offices of this kind are located at the following points: 


UNITED STATES Portlandia oo ae Me. 

Battle Creek ......... Mich. vay rere reper pee 
Birmingham «6 2005 6; Ala. at L Fg eel ans hed tec hk Mo. 
| EOS 0 ate aa Pe a Mass. Si aa a Nal te aL ae a ala Minn’ 
Butalon es atic st NY. sae aaa imeriea 8 Mich. 
Cedar Rapids... Lowa ee Panties cae aa 
pes SARA HL Giloait) MAAC oh fs Seattle rnsci tA Wash. 

POCIBMEGT sa lahaieys ee, Ohio aN Ae tA 
ESTATE i ia Ohio leds oo Che Aner OKA 
Pesroltindtay «8 ligkiins Mich. Telea’ ec aE Olea: 
Bott cat venue Mich. Or scah ke ee ae DC 
Grand Rapids ........ Mich. ME RRR eo Sa Ls 
anes MOUs {sel es counties Mo. EUROPE 

Los Angeles ........... Cal. ATUWerD inna tate tan Belgium 
Mason City .........-. Towa Gla SRO Mp anes ce .. Scotland 
Memphis .....:....... Tenn. Liverpoeiare.. 07 ace England 
PUELIIN ERLE O yoo 5. wet nage hebe Wis. #7: oni dontee ne nee ieee England 
Minneapolis ......... Minn. Parigwherl rs fiaciee France 
News Baven! 1) 40 Powe Conn. Southampton ....... England 
Wew Orleans. tas. su aleve La. 
ew. SOPs isn Sue N.Y. AUSTRALIA AND NEw ZPALAND 
SURREAL S oh aN oa. Oar wyeraee Neb. Melbourne | .....2.. Australia 
EDIE MONIA) 5) eae o - Rats SV ON i Jes: alicia ae Australia 
BRL GESEUT Sie aie cin Maken eos Pa. Wellington .... New Zealand 


“Industrial Development representatives located at these points. 


cine eed eins See nl 
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That, I think, Mr. Chairman, completes the presentation of the report. 

The CuairMan: In order that our committee records may be complete, 1s 
it the wish of the committee.that there should be included in Minutes of Pro- 
ceedings and Evidence the financial statements and all the statistical material 


extending from page 24 to the end of the report? 


Mr. Fuuron: I think our custom in the past has been, Mr. Chairman, to 
take up the report page by page, and as we come to each section to include it in 
the minutes of evidence so that it will be there related to the discussion which 


may follow it. 


The CuairMan: That is quite satisfactory. If you would rather have it 
that way. 

Mr. Mutcu: It may have been the practice, but I do not think it creates 
any precedent. 

The CuarrMan: I just felt that for future reference it might be more con- 
venient to anyone wanting the information to find all of the statistical information 
in the one place. Are you willing that that should ‘be done, Mr. Fulton? 

Mr. Fuuron: Yes. I just thought we had done it in the past in the other 
way, but I am not prepared to argue about it. It does not seem to me to be 
important which way we do it. 

The CuHarrMan: Very well. All those in favour of it being introduced 
immediately following the narrative will please signify? Those opposed? 

‘Carried. 


In taking up the report, is it the wish of the committee that we start at 
page 6 and cover a heading at a time, starting with “Review of Operations” 
and dealing with the two sub-headings there, namely “freight rates” and 
“volume of rail traffic’, and then carry on in that way? 

Mr. Futron: Yes, I think so except that I would like to be permitted to ask 
a question relative to page 3. Perhaps Mr. Gordon has not got the information 
at the moment and if so he might furnish it to us later. I would be interested 
in learning the dates of appointment of the various members of the Board of 
Directors. | 

Mr. Gorpon: I do not think I have that information available at the 
moment but it could be obtained very readily. 

The CHARMAN: Let us start at page 6 with “Review of Operations, freight 
rates”. 

Mr. Carter: I notice the item “Taxes, equipment rents and other income 
accounts”, and I notice that the amount for 1950 1s lower than that for the 
year before. 

The CuatrMAN: I think there is an explanation about that given on page 9. 

Mr. Carrer: It may be given in the report but I have missed it. 

Mr. Gorpon: On page 9 of the report it is pointed out that there is a reduc- 
tion of $1,169,015 in the net debit arising from this group of accounts. And 
it says: 

‘“Inerease in use of foreign lines’ freight cars cost the company 
$1,936,957.” 


What you are really interested in is probably the item on page 9 under the 
heading “Other income accounts”. That difference between the cost of freight 
cars less what we spend in collecting premiums on unamortized discounts, ete., 
will net out the difference between those two figures. 

Mr. Futton: Could I suggest that we go back to pages 4 and 5 where there 
is an interesting letter from the president submitting his report. There are some 
comments by the president as to which I would like to ask some questions. 


A 
40 SESSIONAL COMMITTEE es q 

The CHarRMAN: Would you like this to be taken up paragraph by paragraph ~ 
at a time, or shall we take the whole letter under one heading? _ 

Mr. Futton: I think the whole thing might be taken at once, Mr. Chairman. 

Mr. Giiuts: I think that a paragraph at a time would be better. It would 
save us a lot of time in roaming around. 

Mr. Mutcu: I too have some comments to make of my own arising ib of 
that letter. I was going to ask whether it would be desirable to deal with the 
letter, or to raise the points when we come to them in connection with the 
general report. I think we could discuss almost anything that we have in mind 
on the basis of this letter and it is a question of whether we are letting ourselves 
in for the possibility of doing so twice. I have two or three question marks on 
this letter, but I do not care when I ask them now. 

The CuHatRMAN: I believe the whole matter could be discussed on the letter, 
and that is the reason I suggested we deal with the report first as we have done 
in other years. You see, with a few years’ experience here I hesitate to change 
the existing practice without a pretty good cause being shown. 

Mr. Mutcu: I mean to bring up the matter raised in that letter under the 
appropriate items of the report. 

The CHAIRMAN: Perhaps Mr. Gordon might add a word here. 

Mr. Gorpon: As I said in my introductory remarks, Mr. Chairman, the 
letter of transmittal is designed to give scope for generalized comment relating 
to managerial problems and policies which did not fit in appropriately to the 
single analysis of the year 1950. Therefore, with respect, I would suggest that 
if your question relates to a matter affecting the 1950 report, it would not be 
appropriate under the letter of transmittal; but if it affects more generalized 
policies outside of 1950 operations, we might save time by dealing with it in 
relation to that letter. However, that is merely a suggestion. 

The CHaiRMAN: In view of what Mr. Gordon has said, is it the wish of the 
committee that we should first study the actual performance, ‘namely the narrative 
and then, as a final task, have general questions on the report, after we have 
familiarized ourselves with the details? 

Mr. Carter: I wonder if it would not save time if we deferred ‘pages 4 and 5 
until we had dealt with the letter? 

The CHarRMAN: I suggested that very thing, Let us start with “Review of 
Operations, freight rates.” 

Mr. Mvutcu: Serving notice that we will come back to the letter, Mr. 
Chairman? 

The CHAIRMAN: Oh, yes. 

Mr. Fraser: In connection with this item of ‘Taxes, equipment rents and 
other income accounts,” what taxes are there, and what would they cover? 

Mr. Gorpon: They would cover property andi other taxes. I will give you 
the details in just a moment. They would include such items as unemployment 
insurance, excise stamps, and: municipal taxes in a series of cities right across 
Canada. It also includes taxes which are payable to the United States govern- 
ment, where we are subject to income tax. 

Mr. Fraser: That would be where your lines go into the states? 

Mr. Gorpon: Yes, the Grand Trunk Western and the Central Vermont 
particularly. It includes our payments under the Railroad Retirement Tax Act 
under the United States legislation and unemployment insurance there as well; 
and also some United States state taxes which we have to pay, where we operate 
through various states of the union. 

Mr. Fraser: Are they very heavy? 

Mr. Gorpon: In the year 1950 they totalled $1,163,659. 
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Mr. Fraser: Is that in Michigan? 

Mr. Gorpvon: Michigan, Illinois, and Wisconsin are the principal ones, with 
a small amount in Indiana. 

Mr. Fraser: But you ship into there and out again? 

Mr. Gorpon: We just pass through it. It is not a very heavy tax in Indiana. 

Mr. Fraser: “Equipment rents”; that would be in connection with American 
freight cars, would it not, Mr. Gordon? 

Mr. Gorpon: Yes. 

Mr. Fraser: What would the rentals be on our cars in the States, or would 
they come under a different section? Are they off-set in a contra-account? 

Mr. Gorpon: Perhaps Mr. Gracey will answer that question. 

Mr. Gracey: The figure shown is the net as between our system lines and 
foreign lines. 

Mr. Fraser: You have a contra-account? 

Mr. Gracey: Yes. 

Mr. Fraser: We owed them more than they owed us? 

Mr. Gracey: That is what the situation was in 1950. 

Mr. Fraser: Are your rentals the same? 

Mr. Gracey: Yes. There is a standard rate on freight cars. 

Mr. Fraser: But it is not the same for passenger cars? 

Mr. Gracry: Yes, but there is very little interchange between foreign lines. 

Mr. Fraser: Is there a difference between wooden cars and steel cars? 

Mr. Gracey: No. It is a per diem rate. There are some exceptions on cars 
with a mileage basis, such as tank cars and so on. 

Mr. Gorpon: The per diem rate was increased starting from November 
1949, but that applies in Canada as well as im the United States. . 

Mr. Fraser: When the cars are over in the United States on a siding, would 
you still get your rental for them? 

Mr. Gracey: Yes, sir. 

The Cuarrman: May I complete Mr. Fraser’s inquiry. There is a net in 
regard to these car rentals. It is only a composite figure which is shown in the 
statement. 

Mr. Gracey: The net is shown on page 26 of the report, sir. 

The CHAIRMAN: Yes. . 

Mr. Fraser: What item would it be under? 

Mr. Gracry: “Equipment rents, not debit.” 

Mr. Gorpvon: It amounts to $7,209,310. You will find it below the heading 
“Net operating revenue.” You will see the headings starting with “Taxes, equip- 
ment rents—net debit, $7,209,310.” 

Mr. Gracey: There are also some smaller items of equipment rent in that 
total figure. I can break down the freight car figure for you, if you wish. 

Mr. Fraser: No. I do not want it but you have a difference between what 
is paid in Canada and what the company would pay in the States. It is the same 
price in Canada? 

Mr. Gracey: That is right. 

Mr. Gorpon: Do you wish to have it? 

Mr. Fraser: Yes. 

Mr. Gracny: The amount paid to foreign lines, by Canadian lines, was 
$13,057,786; to United States lines $7,196,500; making a total of $20,254,286. 

Now you wish to have what was received from the foreign lines, do you not? 
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Mr. Fraser: You could work it out, I suppose. 
Mr. Gracey: Yes. 
Mr. Gorpon: You had better give him the “Received”. 


Mr. Gracey: Received from foreign lines: Canadian lines: $12,622,168; — 


United States lines, $4,919,046; making a total of $17,541,214. 
_ Mr. Fraser: Thank you. 
Mr. Gracey: Then, in addition we make payments to private lines such as 
oil companies, and refrigerator lines. 


Mr. Fraser: Those would be lines which own their own cars or companies 
which own their own cars? : 


Mr. Gracry: That is right, sir. 


Mr. Fraser: Yes, on those cars or tankers; you rent them from those com- 
panies in order to carry oil other than for those companies, actually? 


Mr. Gracey: We do not say that we rent them. There is a mileage paid 


on’ the cars. It is a standard arrangement between those companies and the 
railroad. 


Mr. Futon: What is the figure, Mr. Gracey? 
Mr. Gracey: On Canadian lines the figure is $3,262,722; and on United 
States lines, it. is $777,440. 


Mr. Gorpon: Might I suggest that we be permitted to supply a table which 
could be included at this point? i 


The Cuairman: Thank you. I think that would be very helpful. 
Mr. Gracey: Very well, Mr. Chairman. The table reads as follows: 


HIRE OF FREIGHT CARS 
Canadian United States 


Lines Lines Total 
Perdiito; Foreign ‘Dainese! , ooo ote a ae $13,057,786 $ 7,196,500 $20,254,286 
Paid Private Car Lines ............+0¢ 3,262,722 777,440 ~ 4,040,162 
$16,320,508 $ 7,973,940 $24,294,448 
Received from Foreign Lines .......... $12,622,168 $ 4,919,046 $17,541,214 
Net Debit Balance ..... tiga char tia Ye ey dios $ 3,698,340 $ 3,054,894 $ 6,753,234 


Mr. McLure: Under the heading of ‘‘Taxes”, do they include the sales tax 
of 8 per cent? 

Mr. Gracey: No, sir. 

Mr. McLure: You do not pay any sales tax on your purchases? | 

Mr. Gorpon: Oh, yes, we do. We pay the sales tax. 

Mr. Fraser: It would be quite a material item. 

Mr. McLure: It is not separated from the cost of materials? 

Mr. Gorpon: No. The federal sales tax in the year 1950 was $7,300,251 ; 
the province of Quebec sales tax was $101,643; the city of Montreal sales tax was 
$27,118; and the city of Quebec sales tax was $1,333. The provincial tax on 
gasoline was $545,267. And there are also a number of other taxes such as the 
diesel fuel oil tax, the educational tax in Saskatchewan, the sales tax in British 


Columbia and so on. If you would like to have a table, I would be glad to supply 
one 


The total amount paid by the Canadian National Railway system for duty, 


exchange and taxes in the particular year 1950 amounted to $11,788,908. I will 


be glad to put that table on the record at this point. 
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The Cuairman: Very well. 
Mr. Gorpon: The table reads as follows: 


43. 


STATEMENT SHOWING AMOUNTS PAID BY CANADIAN NATIONAL RAILWAYS 


——_ 


AND ITS SUBSIDIARIES EXCLUDING T.C.A. FOR DUTY, CURRENCY 
EXCHANGE, AND SALES TAXES ON PURCHASES OF ALL 
MATERIALS, INCLUDING FUEL, FOREST PRODUCTS 
AND NEW EQUIPMENT 

| 1949 1950 

EMRE MTR ron, i IIS sm Reet. N yaaa ee ELIE an piste ie gl atl eipnd cite rals leet $ 2,364,654 $ 3,262,483 
Currency Exchange (General Materials only)................-. 96,721 345,601 
Moederatiosiog bax (estimated | rug ats eo lidw Siels ailslee twee weep 8,203,036 7,300,251 
PF rovinceroim Gueber, Dales Pax. UN Ok anaes) Celelatele the Wiel geigie ese oe 101,070 101,643 
Site otmmmontveal pales eT ax uh teil ely veins, occ pi ala ede leeg © Sin bos 8 6 20,173 27,118 
Le rROERUCOCE NT AIEN bee yr ie ald oat oir cous 6 oes! siuelwa’eis wiydae sd ats 1,000 1,333 
Provincial Taxes on Gasoline (estimated).............+-+2-+05 555,264 545,267 
Province of New Brunswick Soc. Service and Educational Tax... — 9,241 
Province of Quebec) Diesel Fuel) Ou ore ie ee en wa ow ee 4,507 4,936 
Province of Saskatchewan Educational Tax.....0....c..0ce ee ees 27,226 40,749 
Province of British Columbia Sales Tax (Fuel only)............ 31,822 31,590 
Prov. of Br. Columbia Soc. Security and Mun. Aid Tax........ 60,966 39,305 

A Ota i CraTUACATATL v LO KOS yo sree he aaa aoe es tae'S ot ip lacho'n Vo. cal oor bsal Ee $ 9,005,064 $. 8,101,433 
Rass peaerdl Lax. ony tuubracatimg OU ne oo. Ga sishs seme ool het aia ele la « $ 15,355 $ 15,748 
Rieu hederal vax on Gasoline. .e ey Soe cal acs soe ce bee we erde's 4,026 4,694 
Wee ei States hasas on Gasoline oak ue ils ce «atone Wie kip ins dieewe 2,400 2,929 
Erie County (New York State) Use Tax..... Vinca SOE RPA emt ar Sore 897 599 
RITRCL IC TLE HALOS (Or | CSC LAK oie eect tae Mg aap wile a sraraid ele lenees oe 1,925 
State of Michigan Sales Tax (estimated) ................ee00e 8,897 Taos 
Slratenorslilime@is. Ovcupationaly: Dax. 2 hie tie. ipa sutata fp eile o:ciare — 337 
Sate Or AuICDGam | Ue). base. oc coe doe lal vie, proieie she’s sia mistniat'n gies» she dme 40,568 45,837 

otal Cd BE Gat OC CB ECS A.C hes tol Ela e eehala: 03 le tase shellac. s,s $ 72,143 $ 79,391 

Total Canadian and United States Taxes............... $, 9,077,207 $ 8,180,824 

Grand Total—Duty, Exchange and Taxes.............. $11,538,582 $11,788,908 


Mr. Giuuis: What about box cars? There has been quite an argument in 
the House about them. Can you give us some idea of how many of our box 
cars were in the United States as of two weeks ago? 


Mr. Gorpon: I have the total right before me here. 


Mr. Benrorcxson: Mr. Chairman, I think the answer was provided in the 
House on Thursday or Friday. 


Mr. Giuuis: That may be, but I think it is a good idea to have it here as well. 


Mr. Gorvon: I think it might be of interest. to the committee to know that 
on March 1 the Canadian National had a total of box cars in the United States 
of 18,418, while the United States had on the Canadian National system 8,264, 
making an adverse balance of 10,149. 

But as of April 12, which is the most recent date I have, the Canadian 
National in the United States had 16,018 while the United States had on the 
Canadian National 10,474 which shows an adverse balance of 5,544. 

In other words, our adverse balance had improved to the extent. of 4,600 cars. 
I have not got the figures before me for the Canadian Pacific. 


Hon. Mr. Cuevrter: Perhaps I could submit that information. I have 
before me now the figures for both railways. Beginning with the number of 
Canadian box cars on United States lines on February 16, the number was 
29,989; while United States box cars on Canadian lines numbered 18,544; and 
the unfavourable balance to Canadian lines at that date was 16,445. 

But on April 13, the number of Canadian box cars on United States lines 
was 28,620, while the number of United States cars on Canadian lines was 


18,129; and the unfavourable balance to Canadian lines was 10,491. 
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- When I put my statement on Hansard the other night I said that the 
position was almost back to normal, with an improvement of 8,000 cars. That 
is now amended by an additional 500, or almost 500 cars. The improvement is 
greater by an additional 500 cars as of April 18. : 

Mr. Ginuis: And it is continuing to improve? 
Hon. Mr. Curvrier: Oh, definitely. 
Mr. Gorpon: It is rapidly improving now; but with other forms of equip- 


ment we have had a very substantial credit balance on our lines all through this 


period so that when the grand total is figured out, the adverse balance has. not 
been very great. 

Hon. Mr. Cuevrier: If you take into consideration all cars, the balance is 
in our favour. 

Mr. Gorpon: It usually 1s, yes. 

Hon. Mr. Cuevrier: I had in my-notes, Mr. Chairman, the names and the 
dates of appointment of the directors of the Canadian National. May I put 
them on the record now? 

The CHAIRMAN: Very well. : | 

Hon. Mr. Cuevrier: The appointment of Mr. Donald Gordon was as of the 
lst of January, 1950. Mr. Wilfrid Gagnon’s appointment was extended: from 
the 1st of October 1948 for three vears. Mr. Gagnon is from Montreal. Mr. 
J. A. Northey’s appointment was also extended from the 1st of October 1948 
for three years. Mr. H. J. Symington’s appointment was extended from the 
Ist of October 1950 for three years. Mr. B. L. Daly’s appointment was extended 
from the Ist of October 1950 for three years; Mr. R. B. Brenan’s appointment 
was extended from the Ist of October 1949 for three years; and Mr. W. J. Parker’s 
appointment was made on the 1st of November 1949 for three years. 

Mr. Futron: Does your memorandum show the date when these directors 
were first appointed? | | 

Hon. Mr. Cuevrier: No, it does not, but I could get the information for you. 

Mr. Fuuron: Mr. Gordon said he would get us that information. , 

Mr. Morr: Might I ask how these directors are appointed? Are they elected? 

Hon. Mr. Cuevrier: They are appointed by the Governor in Council on the 
recommendation of the Board of Directors of the Canadian National Railways. 

Mr. Morr: The farthest place west from which you have a director is 
Winnipeg. 

Mr. Giuuis: They are not selected on a geographic basis such as the cabinet. 

Hon. Mr. Curvrier: No. 

Mr. Murcu: After you get west of Winnipeg, what does it matter? 

Mr. Morr: With respect to these various taxes, the sales tax, the Montreal 
city tax, Quebec city tax, and so on, might I have those figures again? I take it 
there are only two cities, and they are in Quebec, which are allowed to charge a 
sales tax, in all Canada? 

Mr. Gorpon: This table gives the items in detail. Perhaps I had better go 
over them again. There is a province of Quebec sales tax which cost us, in the 
year 1950, $101,643; then there is a city of Montreal sales tax which cost us 
$27,118; and there is a city of Quebec sales tax which cost us $1,333. 

In addition there are provincial taxes on gasoline which cost us $545,267; 
there is a province of New Brunswick social service and education tax which 
cost us $9,241; there is a province of Quebec diesel fuel oil tax which cost us 
$4,936; there is a province of Saskatchewan educational tax which cost us $40,749 ; 
there is a province of British Clumbia sales tax on fuel which cost us $31,590; 


and there is a province of British Columbia social security and municipal aid 


tax which costs us $39,305. 
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In addition there is a federal sales tax which cost us $7,300,251. Those are 
the Canadian taxes. 

Mr. Morr: It was just the sales taxes, in which I was interested. 

Mr. Gorpon: I believe you have got them in the figures which I have given 
to you. 

Mr. Mort: I had the understanding that there was only one province which 
allowed its cities to impose a sales tax. 

Mr. Gorpon: Oh, there is a sales tax in British Columbia province as well. 

Mr. Morr: Yes, but it is not a city sales tax. 

Mr. Gorpon: No. 

The CuarrMan: Are there any further questions in regard to taxes? I think 
it would be preferable if we could clear up one subject at a time and not to hark 
back to it because the scope of this inquiry is so wide that if we are not careful, 
or if we fail to keep it orderly, we shall never finish. 

Mr. Giuuts: The three provinces mentioned are following a practice which 
discriminates against the system as compared with the other provinces. The 
amount of money paid to Quebec by way of sales tax by the Canadian National 
is quite a large amount. 

The CuatrMaAn: That has nothing to do with the federal government. The 
federal government has nothing to do with a provincial tax levied on Canadian 
National Railways. That is a matter which comes under the jurisdiction of the 
province. 

Mr. Giuuts: Except that the Canadian National Railways as a federal entity 
is losing that amount of money by way of provincial taxes. That is my point. 

The CuarrMAN: Under the British North America Act a province has the 
right to impose direct taxation and. there is nothing we can do about it. 

Mr. Giuuts: It might not be a bad idea for the minister to get a change made 
in the British North America Act. 

Hon. Mr. Curvrizr: We are having enough difficulty getting the British 
North America Act amenced as it is now. 

Mr. Mort: It is not so much a provincial tax as a city tax. 

The CHarrMAN: The cities derive their authority from their provincial 
government and there is nothing we can do about it. 

Mr. Morr: There is only one province in Canada, and I think it is Quebec, 
where a city can charge a sales tax. 

The CuHarrMAN: You will have to take that up with the provincial legislature. 

Mr.. Morr: The money is being spent there and it is being charged to 
sales tax. 

Hon. Mr. Cueveter: I am afraid that the Canadian National Railways have 
no other alternative than to pay these taxes. 

Mr. Mort: I know. 

Mr. Murcu: The cities derive their power to impose taxes from the legis- 
lature of the province. And it so happens that the only province which permits — 
its cities to charge a sales tax is the province of Quebec. But all the other 
provinces have that power if they elect to use it. 

Mr. Morr: I just wanted to support Mr. Mutch on this particular point in 
his statement. He has explained some points which are I think important. He 
is right when: he says—I think it is under the B.N.A. Act—that some of the 
provinces were allowed to continue. with the sales tax while others were not; 
that is, those who had it were allowed to continue it; and among those were 
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Quebec City and the city of Montreal; and as a result of those circumstances, | 


under the B.N.A. Act they are allowed to charge a sales tax, where it was in 
effect at the time, but that privilege does not extend to other parts of Canada. 


Mr. Gituis: I think, Mr. Chairman, there is a very vital principle at stake — 


here. There are only three provinces in Canada which get a revenue from the 
Canadian National Railways by way of a provincial tax. In contrast, federal 
properties right across Canada are exempt from taxes, although in some sections 
of the country the federal government does pay a certain amount of money in 
lieu of taxes; however, that is a federal arrangement. Now, secondly, employees 
of the Canadian National Railways in provinces that have specific Acts with 
regard to wages and so forth are excluded from the wage agreement laid down 
provincially and come under the national code. I think this question here 
demands examination. I believe there has to be some ‘general arrangement 
with provincial governments in this matter of taxation. You just take the 
- figures that Mr. Gordon has put on the record and it comes to a nice little chunk 
of money paid to the provinces by the railway in the form of this sales tax, If 


all the other provinces of Canada are going to have unrestricted rights to impose . 


taxes on the road it is going to add considerably to their operating expense. 


Mr. Gorpon: There is a point there. These taxes we are referring to are not 
applicable to the Canadian National Railway only. 

Mr. Giuuis: I understand that. 

Mr. Gorpon: They are applicable to every company operating and doing 
business in the particular jurisdiction where it is applicable. I do agree with 
you, if there is any attempt to make a discriminatory attack against the 
Canadian National then there is a vital point; but so long as we are operating on 
the basis that we meet local conditions I think we have to co-operate with 
responsible taxing authorities in any of the provinces or cities in which we 
operate. 

Mr. Gituis: Yes, I agree with you. As far as you are concerned there is 
nothing you can do about it. It is a matter which I think devolves upon the 
federal authority; and, in view of the fact that it is a federal matter I think 
that some arrangement should be worked out with the provinces that would be 
equitable. There is no reason why a provincial government should have an 
unrestricted right to impose taxation. It does not do that with federal buildings 
in the different parts of the country. I am not going to argue that we can change 
it here, but I think the minister and yourself should take a look at this sales tax 
question. It seems to me to be a very important one where the operation of the 
road is concerned. 


Mr. Grorce: It seems to me, Mr. Chairman, that there are two points 
involved here; the first point is the investigation of the present sales tax; and 
the second, the right to tax all public buildings, including the C.N.R. properties, 
and the fact that the payment of all such taxes comes out of the consolidated 
revenue fund. 

The CHAIRMAN: Are there any further questions or comments with regard 
to taxation? . 

Mr. McLuvure: I certainly would like to say a word on the question of 
flat cars. 


The CHAIRMAN: Just a minute, Mr. McLure; are there any further questions 
with regard to taxation? If not, shall I declare the item carried? 
Carried. 


We are not on box cars—Mr. McLure. 


Mr. McLure: Someone referred to box cars and this question of shortages. 
I might say, by way of appreciation at this time—in the past I have always 
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been complaining about reefer cars, and you will recall that I worked hard on 
_ that last year—just recently we had a new industry come to our province and 


_ we had a shortage of box cars for the hauling of pulp wood. I want to say to 
the minister (Hon. Mr. Chevrier) that when I took that question up with him 


he looked into the matter very carefully and we have had sufficient box cars 
up to date. It was a new industry and we had to have box cars for the purpose 
of enabling it to operate, and I think that during the last six weeks we have had 


_ 480 box cars loaded and shipped out. I want to make clear to the minister that 


we appreciated his co-operation. 


The Cuamman: That is very good of you, Mr. McLure. Are there any 
further questions with regard to box cars? 

Mr. Knicut: Mr. Chairman, there 1s a Enea here under operating 
performance, on page 17, where you say, “An important unit of performance is 
the size of the average carload freight shipment. In 1950 this was 28-7 tons, as . 
compared with 28-9 tons in 1949. The decrease of -2 tons is due mostly to the 
smaller amount of grain transported from Western Canada.” I was going to 
ask Mr. Gordon if there was ‘any relationship between the shortage of box cars 
and the small amount of grain transported from Western Canada; in other words 
to what extent is the fact that a small amount of grain was transported from 
Western Canada due to the shortage of box cars? 

Mr. Gorpvon: It is pretty hard to define that exactly. The major reason for 
the lower amount of grain transported is due to a combination of factors, the 
late crop and the wet and tough condition of the wheat, all of which meant that 
it was not available for transport at the time we had anticipated the movement 
would get under way. In part the movement of the western grain has been 
delayed by a shortage of box cars, but I think I can say safely that the Canadian 
National have been able to meet the requests made upon it by the wheat board. 

Mr. Knicutr: But was the lower amount transported due in any extent to 
the shortage of box cars at any time? 


Mr. Gorpon: Mr. Dingle would have more information on that than I have. 


Mr. Dincur: The best way to answer that is in this way: April first of this 
year we had 18,537 box cars in the west and at the same date last year we had 
21,888. 


Mr. Benipickson: So this problem of the supply of box cars for the delivery 


of western grain was not as acute prior to the end of the year as it has been in 
_ recent weeks. 


Mr. Gorpon: It is the recent and the projected period that I am speaking of, 
but it is true that the last part of the year the wheat crop was delayed and that 
caused congestion. It came for movement later than we had expected, and that 
required adjustments which probably had the effect of reducing the amount that 


4 1g were able to move. The figure which has been reported is the approximate 
figure. 


Mr. Knicut: I understand there have been in all 2,000 fewer box cars in 
the west this year than a year ago. Is that right? 

Mr. Dinatz: That is correct. 

Mr. Knicur: In view of the fact that the crop this year in point of volume 
is much greater— 

Mr. Gorpon: I think it is quite fair to say that there is a very anxious 
problem in the matter of moving the wheat crop in the immediate future. 

Mr. Knicur: I am well-aware of that. Shall we have help? 

Mr. Gorpvon: Yes, in the immediate future. We have had discussions with 
the wheat board about it and arising out of those discussions I think the minister 
ean tell you that a special departmental committee has been set up to do every- 
thing possible to take whatever action may be open to improve that situation. 
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_Mr. Knicut: Am I to take literally your statement of a few minutes ago, 
Mr. Gordon, that as far as the Canadian National was concerned that this con- 
dition of our inability to move the wheat is in no way attributable to a shortage 
of box cars on C.N.R. iat least? 

Mr. Gorpon: I think I can say that so far as the Canadian National is 
concerned, that we have had box cars available as they were needed, by and 
large; there may have been spotty situations, but by and large we have not got 
complaints that we have not been able to keep our supply of cars in accord with 
the grain as it became available. 

Mr. Knicut: I think that is a matter which should be made known to the 
farmers of western Canada, because they are certainly under the impression, 
and so I think are many of the elevator companies, that one of the reasons why 
they cannot get this grain out in order that it can be protected, or dried, is that 
very reason that I have been speaking of. 

Mr. Gorpon: I think perhaps we are getting at cross purposes. The state- 
ment I just made had reference to the situation which is referred to in this report, 
up to the end of 1950. We did have cars available and we were able to meet 
requirements without delay so far as the Canadian National was concerned. Now, 
it is true that since then a shortage of box cars has developed, delays that have 
taken place in the return of box cars from the United States lines, etc. etc. We 
have been short box cars recently, but that situation is being rapidly corrected, 
as Mr. Gillis brought out, by an increase in the return movement of box cars 
from the United States, which has enabled us to move them to western Canada. 
As a matter of fact, we have been moving large numbers of box cars to western 
Canada empty on an emergency basis to give, as far as we can do so, the utmost 
capacity for the movement of wheat. 


Mr. Kniaeut: If this situation did not exist up to the end of 1950 how did it 
happen that it came into existence since 1950 and has continued up to date? 


Mr. Gorpon: It was due to the general box car shortage which was very 
acute. . 

Mr. Knicut: Then, the paragraph to which I refer has practically no bear- 
ing on the situation; it is due more to the situation in the United States. I take 
it from what you say that we are now getting it straightened out and we will be in 
a position to move our wheat. | 


Mr. Gorpon: I'll put it this way, that to the extent that box cars have any- 
thing to do with the problem of the moving of the wheat crop, as far as the recent 
crop is concerned, that the situation is, I cannot say fully corrected, but it is 
certainly being rapidly corrected as we get the log jam broken in respect of the 
cars which were frozen in the United States. 

Mr. Knicut: You referred to the movement of the crop and the amount. of 
grain held in Canada, and we all know that a great deal of it falls into the two 
classifications of tough or wet. You are aware, of course, that there is a terrible 
situation there, due to weather, and due in large part to a high moisture content 
in the grain itself. A great deal of this grain is of the sort that would be held 
on the farm or at the local elevator, and unless it is moved quickly most of it 
may be totally destroyed. That is why I am so interested in this question of 
equipment being available to move it. 


Mr. Gorpon: I can certainly say this, speaking for the Canadian National, 
that there is no problem which is receiving more vital and anxious considera- 
tion than the responsibility we have in respect of the movement of the crop, 
and anything that man can do is being done. | 


Mr. Knicut: May I finish my remarks now, Mr. Gordon, by referring to the 
importance of having this crop moved to points where it can be dried and properly 
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_ stored. ‘As you are aware, there are a number of points at which drying equip- 
- ment is available. For instance, a large party went to Churchill over a recent 
- week-end and at the port of Churchill they saw a very large installation of 
equipment, equipment with amazing capacity, sufficient to dry a great deal of this 
grain—that, would of course, depend on the moisture content—as I recall it 
the plant was capable of handling 20,000 bushels in a day of 24 hours. If that 
plant were used to capacity it would not take it long to clean up a million bushels 
or more. I know that it has handled a lot of the, grain that has been sold and 
_ delivered to Churchill since the beginning of the year. I am assuming, of course, 
_ that the wheat which is shipped up there will be wheat of a kind which can be 
handled by that drying and cleaning equipment. I wonder if the minister would 
have anything to say about that situation? 

Hon. Mr. CuHevrier: I think, as I indicated to you in the House, Mr. Knight, 
that it was the Canadian Wheat Board itself which is responsible for the 
moving of the grain; that the Canadian National Railway would have no part 
in saying where the grain goes. It is the wheat board itself which calls on the 
Canadian National Railway with regard to the movement of its equipment, and 
thus far this is borne out by the fact that all requirements made on the Canadian 
National Railways for the moving of wheat to Vancouver have been met. 


Mr. Knicut: Well, my whole point in this matter is to impress upon the 
railway the urgent necessity for the movement of this wheat, and for the use of the 
equipment available, and'if it is not available it should be made available for the 
purpose; particularly in view of the emergency, the urgency of the matter—wheat 
is so perishable. In a normal year wheat, as we generally understand the term, 
is dry and in good condition. This wheat is not, the crop was late, weather condi- 
tions were bad, and much of it is very wet. 


Hon. Mr. Cuevrier: I think we all realize how important and essential it is 
to move the wheat crop as quickly as possible. 


Mr. Murcu: There is a question I should like to ask and it is this: in the 
light of the representations which have been made, and in the light of the discus- 
sion which has taken place, have representations been made by those possessing 
drying facilities at the head of the lakes that they have not been able to operate 
at capacity because of their inability to get grain? 


Hon. Mr. Cuevrier: I understand that these requests were made to the 
wheat board; not to the operators of the railway. 

Mr. Mutcu: The point I am getting at is as to whether or r not the drying 
plants are operating to capacity, or have they been idle for some hours each day. 


Hon. Mr. Curvrier: Mr. Knight EEN out that the Churchill plant has 
been idle. 


Mr. Knigut: What I am concerned about is conditions at the present time. 
Hon. Mr. Curvrizr: The information I have is that they are being fully used. 
Mr. Knicur: If they are, then that particular matter is being taken care of. 
Hon. Mr. Cuevrirr: I am sure that is the case. 


Mr. Hetme: On this matter of box cars, if you will refer to the statement on 
railway equipment, page 40, you will see it shows that the system, as of December 
31, 1950, had a decrease of 1,293 box cars, as compared to what it had the year 
previously. On page 12 it shows, for new equipment, that orders had been placed 
for 5,000 box cars. And now, according to this statement on page 40 (railway 
equipment) you acquired some 116 new cars during the year, that. there were 
some 116 additions made. The figures also show the shortage of 1,290 box cars, 
and a page of it shows that you have on order some 5,000 box cars. I wonder, 
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Mr. Gordon, if you could tell us what the prospects are of gree at least a 
proportion of that new order for box cars available for handling the present 
crop? They would have a capacity of roughly two and a half million bushels. 

Mr. Gorpon: I can tell you this. We placed this order in July or August 
last year, for 5,000 new box cars. We have been doing everything possible to try 
to get some of ‘these box cars delivered but we have not received any yet. The 
companies with whom the orders were placed have not been able to deliver on 
account of shortages, for instance in steel and other materials they need with 
which to produce these cars. We hope they will commence delivery to us very 
shortly. Mr. Dingle reminds me that probably I should not make any commit- 
ment on this because we have been disappointed so often in the past. We hope 
to receive delivery of some of these cars this summer. With regard to the 
retirements during the year, we show we have retired 1,004 box cars, etcetera. 
You should keep in mind that when we retire cars they are more or less non- 
serviceable in any event, and it does not really mean the loss of rolling stock 
to that extent. 

Mr. Hetme: One of the big things we are up against in the west is this 
matter of box cars, and their replacement as quickly as possible is of great 
importance. 

Mr. Gorpon: I just say this, that when we come to our budget, sae we show 
you the orders we have placed for equipment, I am sure that this committee will 
find that they will have no complaint about our not asking for enough. 

Mr. Heume: But here you asked for 5,000 cars last year and you did not 
get any. 

Mr. Grorce: Have any of these cars been made in your own work shop? 

Mr. Gorpon: We do not ordinarily ‘build new box cars. We use our workshop 
for keeping them serviceable, they are fully extended on that job now. We have 
no facilities for building new cars; or, may I put it this way, that we could 
build new cars if we had nothing else to do in our shop, but our shops at the © 
present time are fully occupied in keeping our rolling stock serviceable. 

Mr. Heume: But I see here that you had 116 additions during the year. 

Mr. Gorpon: Those are deliveries made during the year. I can get you the 
details of that. 

Mr. Heume: On page 12 it says that 490 box cars were delivered; that is 
not so. 

Mr. Fuuton: That probably does not relate to the order for 5,000 box cars, 
of which Mr. Gordon said no deliveries had been received as yet. 

Mr. Hetme: But there were additions in 1949. 

Mr. Gorpon: Did you say that was on page 12? 

Mr. Hetme: No, on page 40. 

Mr. Gorpon: You said something about the difference between page 12 and 
this other page? 

Mr. Hetme: Yes, there at the top of the page—deliveries of new equipment 
during 1950 were as follows: freight car equipment 490 50-tons box cars. 

The CHAIRMAN: Yes, that is under freight car equipment. 

Mr. Heme: Yes, freight car equipment received during 1950, and on 
page 40, it does not show any box cars received at all. Apparently the additions 
for 1949, as shown at page 40, were 116 box cars; that was for the year 1949; it 
does not show any additions for the year 1950. 

Mr. Gorpon: No; that is not right. Where is the statement on the 1949 
box cars? Those figures are for the year 1950: additions during the year 1950 it 
should read; and the retirement during the year and the conversions during the 
year. Reading the whole thing the figures show that December 31, 1950— 
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‘Mr. Fraser: What does that mean? 
Mr. Gorpon: It is the first item, passenger- -freight: 1,955 December 31, 


j 1949; we added 7, we retired 36 and we converted 1; that oes us with 1,927 as 


; 
j 


of December 31, 1950. Your point I understand is that, using the same analysis 
as for box cars, it shows that we lost 1,200 cars. 

Mr. Heume: Approximately 1,200. 

Mr. Gorpon: Yes. 

_ The CHairMAN: And the point is that during that year you had additions of 
116 box cars, that is shown on page 40. 

Mr. Heume: Will that include any equipment you acquired from the Temis- 
couata Railway on the first of January last year? I see there is a footnote 
there on page 40 which says you aus 117 units; of course, that would not 
be new. 

Mr. Gorpon: No, it is not new. 

The CHAIRMAN: Yes, and I think if you will look at page 12 you will see 
that there were 60 for Newfoundland. 

Mr. Gorpon: Yes. I think the real point is this. These are accounting 
figures, adjusting our stock. The real point is, I think, that we did retire over 
1,000 cars during the year 1950. We had orders placed for 5,000 box cars and 
if we had had normal deliveries they would have been sufficient to compensate our 
retirement. Now, in placing our orders for box cars we have to keep in mind 
the exigencies of traffic and the number of box cars due for retirement; and the 
number of box cars due for retirement was one of the factors that led to our 
conclusion that we needed 5,000 box cars when we looked at the situation last 
year. 

Hon. Mr. Curvrirr: I think the overall position is that the Canadian 
National Railways has improved their number of box cars since the end of the 
war by about 5,000. The figures I have indicate that in 1945 they had 61,345 


and in 1949 they had 69,960. 


Mr. Hetmnm: For the last 25 years I remember that we always had difficulty 
in getting stock and box cars, particularly box cars with which to handle the 
harvest. We always had difficulty along around the end of the year. 

Mr. Gorpon: There is always a back log which will cause difficulty, no 
matter what. system you may have. 

Mr. Heumem: Yes, when you have your harvest in the very best of shape it 
frequently happens that you are short of cars for loading. I had some 16 years 
in that particular kind of business myself, and I know that we have always had 
difficulty in meeting the situation out there. 

Mr. Gorpon: Of course, when you take a 25 year period you will also get 
situations where during a period of depression you have a large surplus of box 
cars. It is always quite difficult to keep rolling stock available for a‘ peak 
demand. If you were to keep your eye on the peak you would very much over- 
stock your railways. 

Mr. HeLMeE: But we seem to have had particular difficulty this year. There 
has got to be an improvement somewhere if we are going to get this crop out. 

Mr. Gorpon: I repeat, there is nothing here that shows that as far as the 
Canadian National is concerned there is a shortage of box cars, or that that is a 
material factor in the emergency situation. Each year we have a big problem 
in moving the grain crop. That is one of our big problems, there is no doubt 
about that. It is a big problem moving grain at any time. 

Mr. Knicut: As I said, Mr. Chairman, it is a more or less chronic condition, 
particularly in years when you have a big crop. I do not want to go back too 
far, but I remember vividly in 1916 the huge piles of wheat out on the stubble 
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with the horses pawing it over, and so on. Wheat was not so valuable that year, 
that was wheat that could be rained on, and snowed on, and pawed over, and it 
still would be not suffering any particular damage. Wheat this year is different, 
this is a bad year. I think Mr. Helme and I are vitally interested in urging 
upon the railroad, and upon this government, that this is an urgent situation, a 
situation which needs attention. : % 

Hon. Mr. Cuevrmr: I think my comment in the House the other evening 
showed that it was getting more than ordinary attention when I said that a 
committee of transportation agencies had been established for the purpose of 
dealing with the movement of wheat both by the railways and by steamships; 
and because of the representations made by the Minister of Trade and Commerce 
to us arrangements are now available for the movement of wheat on the lakes 
just as soon as the navigation season opens. 

Mr. Knicut: I think the minister made that statement. I hope he will 
forgive me for stressing the urgency of the situation. 

Mr. Gorpon: May I just make this point. I was not discussing the general 
problem of the western wheat crop. That is being handled by the wheat board: 
The only question for which the C.N.R. is answerable is whether or not our 
facilities have been adequate to meet the request of the wheat board. I say to 
you that by and large it has been; there have been periods when that has not 
been the case. I can also tell you that during the latter part of last year we 
had over 2,500 box cars tied up full of grain we could not unload because of the 
congestion at the lakehead elevators, and there was nothing we could do about 
that. I am simply pointing out to you, as I have already said, that wheat con- 
stitutes one of our greatest problems; it is one of our biggest headaches. And 
I say, so far as my responsibility to this committee is concerned, I am simply 
pointing out to you that in dealing with the requests that have been made for 
our equipment we have a good record, but there are other difficulties in connection 
with it that are not our responsibility. | 

Mr. Knicut: Mr. Chairman, may I be permitted one more observation? 
I see it is almost one o’clock. Reference has been made to the fact that it is 
difficult to obtain box cars; I mean, due to the shortage of materials, and so on. 
Might I ask the minister what action the government is taking to see that the 
car companies who are supplying the railroads get the steel? 

Hon. Mr. Cunverrer: My deputy minister is chairman of a committee which 
is handling that matter and he is going to Washington this week to deal with that 
very matter, so the question is being carefully looked into by the government. 

‘Mr. Knicut: That is fine. 


The CuHairmMan: Gentlemen, we will eaijoumh until 4 o’clock. 


AFTERNOON MEETING 


The CuairMAN: Gentlemen, we have a quorum. 


Mr. McLure: Before you start, Mr. Chairman, I would like to ask one 
question of the president. Who was responsible for the artistic design of this 
report? . 

Mr. Gorpon: The artistic design of this report was worked out by the 
Public Relations department in charge of Mr. Lash. He has under him two 
or three very talented individuals, particularly Mr. A. B. Smith and Mr. Bernard 
Holmes, who are responsible for all of the layout and printing work in relation 
to the report. I am very glad you mentioned the matter because, personally, 
I think it is an excellent presentation. 


ECO 
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Mr. McLure: I can agree with you. 
Hon. Mr. Cuevrier: The gentleman is here. 
_ Mr. Gorpon: Mr. Lash, please stand up and take a bow. 
Mr. McLure: I think he should. | 

The CHAIRMAN: Some questions were asked of you this morning. Have 
you any material ready, Mr. Gordon? 

Mr. Gorpon: I have the information in regard to the original date of 
appointment of the Canadian National Railways directors. Mr. Wilfrid Gagnon 
was originally appointed on October 1, 1936. Mr: H. J. Symington, on October 
1, 19386. Mr. B. L. Daly, on October 1, 1936. Mr. J. A. Northey, on July 12, 
1939. Mr. R. B. Brenan, on November ie 1944. Mr. W. J. Parker on November 


1, 1949, and Mr. D. Gordon, on January 1, 1950. 


~.Mr. Futton: Thank you, Mr. eaten 
The Cuairman: If there are no further questions in regard to box cars, 
shall we carry on with “Operating Revenues, freight rates.” 
Mr. Fraser: Mr. Gordon, in regard to box cars there is an item at the 
bottom of “Operating Revenues”, entitled ‘“‘“Government Interest”. I notice 


there is a drop this year as a result of a drop in the interest rate. Is that owing 


to your refunding, or to what? 

Mr. Gorpon: That merely ee the fact that the amount of loans 
from the government is less than the average during 1950 than it was in 1949. 
Certain of these loans that we have direct from the government. matured in 
various forms, such as in hire-purchase agreements. The same rate of interest 
was charged; but the amount of money which we borrowed from the government 
was less than before. 

The CHarrMAN: I know that many members of the committee will want 
to ask questions in regard to the present capital structure of the railway. In 


looking over the material I would suggest that that discussion should come 


under paragraph 3 of the forwarding letter, and that we should reserve all our 
questions until we reach that paragraph. 

Mr. Futon: There is a possibility, is there not, of discussing that matter 
under the paragraph having to do with the Royal Commission on Transporta- 
tion, which occurs just before that. ! 

The CHAIRMAN: Yes, but we might get involved in other discussions if we 
left it to come under the Royal Commission on Transportation. So, if the 
members of the committee are agreeable to that suggestion, I would ask you to 
hold your questions. 

Mr. Fraser: Very well, Mr. Chairman. I shall let it go, and Mr. Gordon 
can answer it at that time. 

The CHariRMAN: “Freight rates.” 

Mr. Futron: On the freight rates section, Mr. enh can you tell us 
what the total percentage of increase will be for the year, if the application of 
the Railway association of December 21 is granted? You have given us the 
percentage up to the present as compared with the percentages for the United 
Kingdom and the United States. Can you tell us what the total percentage 
would be? | 

Mr. Gorpon: In the sentence immediately before that, the effective 
increase— 

Mr. Fuuton: Yes. 

Mr. Gorpon: —has averaged about 35 per cent. Now, with the 5 per cent 
increase, the best figure we can give at the moment is that the nominal per- 
centage is 45:2 per cent, and 5 per cent of that would give a further nominal 
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increase of 7-26 per cent above 1922-48 levels. What that will mean in effective 
figures we cannot tell until we see how the 5 per cent is distributed. But I 
would guess, roughly, it would be of the order of 24 per cent effective increase. 
Mr. Futton: You have other increases averaged. I am looking at the 
paragraph at the bottom of page 6 where you say: : 

On December 21, following upon the decision rendered by the arbi- 
trator appointed under the Maintenance Railway Operation Act to settle 
the dispute with non-operating employees, the Canadian National joined 
with the Railway Association in making application for a specific 
increase of 10 cents per ton on coal and coke and a general increase of 
5:per cent on other freight traffic, the increases to be effective imme- 
diately. Concurrently an application was made for such further increase 
in freight rate as may be required to off-set the additional operating 
expenses which will result from the inauguration of the 40 hour week 
on June 1, 1951, the increase to take effect on that date. 


Mr. Gorpon: That is quite correct. 


Mr. Fuuron: Are you able to attach a percentage figure to it? 


Mr. Gorpon: We made our application before the Board of Transport 
Commissioners in two parts. Part I was for a specific increase of 5 per cent; 


and in Part II we reserved our right to make an application for a freight rate 


increase when we established what the 40 hour week would cost us. We are not 
quite ready for that case yet. Our committee is still studying the effects of 
different economies and different operations arising out. of the 40 hour week. 
But we intend to press for a hearing as soon as possible before the Board of 
Transport Commissioners and at that time we will put the percentage figure 
before them. 

Mr. Futon: Would you not, perhaps, want to modify your statement that 
an ‘application was made? Should you not say, that, perhaps, notice was given 
of an application? : 

Mr. Gorpon: Well, it is a matter of expression. Perhaps that would have 
been more correct. But, in point of fact, the form of the application was that 
we did split it in two parts. We made an application for a specific increase, and 
we made an application for an increase which was to be determined when the 
40 hour week figures were available. 

. Hon. Mr. Curvrier: You did so in order not to have to make a further 
application later on? 


Mr. Gorpon: That is right. 

Mr. Fuuton: Does that mean that the decision on the 5 per cent application 
will be deferred? | 

Mr. Gorvon: We hope not. You will observe that at the top of page 7 I 
stated that the board reserved judgment, We had hoped that they would deal 
with the 5 per cent case immediately, and would deal with the second part of 
our anplication as being a part. of the same case. 

Mr. Fuuron: Have they given you any date yet, or any indication as to 
when you may expect it? | | 

Mr. Gorpon: No. They have not named a date for the second part. But 
early in May we expect they will hold a hearing when they will listen to us 
and when a date may be set. 

Mr. Futon: But they have not given any indication as to when you might 
expect their judgment on the other part? 

Mr. Gorpon: There has been no official indication, I think. 

Mr. Fuuiton: Have you figures which would tell us what a percentage 
increase of 10 cents a ton on coal and coke would be if allowed? 
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Mr. Gorpon: You mean expressed in percentage of freight rates over-all? 
Mr. Fuuton: Yes. 

Mr. Gorvon: Or of that particular freight rate? 

Mr. Futon: It has always been kept separate, so perhaps it should be of 
that particular freight rate. . 

Mr. Gorpon: It should be for the particular freight rate. Yes, we could get 
that information for you. The difficulty is that there is a great variety of coal 
rates, you see, depending on the quality and the kind of coal in the different 
areas in which the operations take place. If you are interested, we could get 
an average figure of what the ten cent increase means. 

Mr. Fuuron: If it would not make too much work. You will see figures 
comparing percentage increases in the United States and the United Kingdom, 
and they are frequently used. So if we could have it expressed in a percentage 
form, I think it would be helpful. 

Mr. Gorvon: If you would.leave it with me on the basis of my establishing 
what I would call a sensible reply to your question, I shall do that, because 
I know there are some qualifications which will have to be made in respect of 
making an over-all percentage. I shall undertake to get you a statistical answer 
which should give you the material you are looking for. 

Mr. Fraser: I wonder if Mr. Gordon could tell us the estimated loss of 
revenue on account of the reduced freight rates in Newfoundland? 

Mr. Gorpon: Yes, I have that. 

Mr. Fraser: That is, for 1951? 

Mr. Gorpon: I think it is around $1 million, but I shall check that. The 
best estimate we have now is $768,000 per annum. 

Mr. Fraser: $768,000 per annum? 

Mr. Gorpon: Yes, $768,000 per annum. 

Mr. Fraser: That is, with the present equipment, or with new equipment 
that you will be putting in there? There would be a difference, would there not? 

Mr. Gorpon: I do not follow that. 

_ Mr. Fraser: Well, if you put new equipment in there, which is something 
which you are constantly doing, that would increase it, would it not? 

Mr. Gorpon: It does not necessarily follow. We are basing our estimate 
on being able to handle all the volume of traffic available to us. 

. Mr. Fraser: With the new equipment? 

Mr. Gorpon: Yes. We take all the traffic that we can handle and we 
figure on that basis that the loss would be somewhere around that order, on the 
present volume of traffic. If the volume of traffic substantially increases, we 
would handle it with new or old equipment; then the amount of reduced revenue, 
so to speak, will increase. 

Mr. Carter: Has the Newfoundland government made any representations 
for reimbursement on account of the overcharge, before the new rates went 
into effect? 

Mr. Gorpon: ‘“Overcharge”? I am not aware of any overcharge. 

Mr. Carter: Did not the Board of Transport Commissioners rule, after 
considering a brief, as I understand it, that the rates charged were higher than 
was constitutional under the terms of union? 

Mr. Gorpon: No. What actually took place was that the Canadian 
National Railways applied charges to the best of their knowledge and ability at 
the time of Confederation and those charges, those freight rate charges, were 
considered by the Board of Transport Commissioners at that time and approved. 
But later on an application was made by the Newfoundland government, and in 
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the light of further information and evidence, up to that date, the Board reversed 
the other decision and established a new scale of rates which was lower than the 
scale of rates before. But there is no question in law or in fact that there was 
an overcharge which was recoverable. It was merely a new decision in regard 
to the freight rate level. fer 

Mr. Carter: But I understood that at the time of Confederation, when 
these terms were being worked out, the people who negotiated the terms on behalf 
of Newfoundland understood that the Maritime freight rates would apply to 
Newfoundland and that after Confederation became a fact, these Maritime . 
freight rates did not apply. The rates charged were higher. Is not that correct? 

Hon. Mr. Curvrier: Perhaps I might say that under the terms of union it 
was envisaged that the maritime freight rates structure would apply, and that ! 
is what the Canadian National Railways attempted to put into effect. The Board | 
of Transport Commissioners held that it should have been a lower rate; but the 
fact is, and the law I think, that freight rate adjustments are never retroactive; 
and this is illustrated by the 21 per cent increase granted back in 1948. In that 
matter an appeal was made from the decision of the board to the Governor in 
Council, and the Governor in Council instructed the board to review its decision. 
The board did review its decision and revised the 21 per cent award downward, 
and there was no question there of retroactivity so far as the increase was 
concerned or of reimbursement by the Canadian National or the Canadian 
Pacific so far as the revision was concerned. | 

Mr. Gorpon: If I may just add to that, the board in its decision emphasized 
that in ordering the reduction they did not wish to imply that the Canadian . 
National was being criticized in any way for their interpretation of the terms 4 
of union. . 

Mr. Carter: I am glad to have that cleared up. Has Mr. Gordon any : 
further information on the results of the operation of the Newfoundland 
Railway? 

Mr. Gorpon: Yes. For the year 1950 our total deficit for the Newfound- 
land district, as a result of operations, shows $3,002,314. That does not include 7 
the subsidary of $1,250,000 which was paid to the railway on the coastal opera- 
tions. Without that subsidy our deficit instead of being $3 million odd would 
have been $4,252,314. 

Mr. Carter: Can you tell me what valuation was put on the Newfound- 
land property? 

Mr. Gorpon: There is no valuation in the books of the company respecting 
the Newfoundland railway, that is, as we took it over at the time of Confedera- 
tion, Anything we spent on it since would be shown on our records. ) 

Mr. Carter: Don’t you consider the Newfoundland railway as part of 
your property? 

Mr. Gorpon: Yes, but we did not transfer onto the books of the Canadian 
National Railway system any figures for the property; in other words, the 
government did not charge us for the railway, they just turned it over to us. 

Mr. Carter: That is right, but still what they turned over represented 
something, it had some value. : 

Mr. Gorpon: I do not know what the valuation is on an asset that loses 
money. 

Mr. Carter: We were losmg money on its operation too, but in the 
property you took over there was a certain physical property in the form of 
cars, engines, rail lines and associated property. 

Mr. Gorpon: That is right, but if it loses money I do not know how you 
can capitalize its value. ; 
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Mr. Fuutron: After all, all the railways which now go to make up the 
Canadian National system were losing money, they were bankrupt. 


Mr. Gorpon: I beg your pardon, that is not so. The Canadian Natiotal 
Railway has never lost money on its operating expenses. Our trouble is in this 
burden of debt. What we are talking about here is the operating result. The 
Newfoundland railway on all its operations has shown a deficit. Now the 
Newfoundland railway, as a part of the terms of union, was turned over to 
the Canadian National for operation without cost and we did not set up in our 
books any valuation for it. 


Mr. Fuuton: I would like to keep the record correct. I did not say that 
the Canadian National Railway is showing a deficit. I said that the Canadian 
National system came into existence as the result of the amalgamation of a 
number of railways many of which were or were about to become bankrupt. 


Mr. Gorpon: That is right. 


Mr. Fuuron: They were in terrible state, but surely there was some valua- 
tion placed on their assets, was there not? 


Mr. Gorpon: That is exactly the point we > got to when we were talking 
about re-capitalization proposals before the royal commission, these particular 
debts of the bankrupt railways to which you refer which were moved over onto 
the balance sheet of the Canadian National Railways; and that is one of the 
reasons that today we say that our fixed interest burden is unfair. That does 
not apply in the case of the Newfoundland railways which were transferred to 
us without cost or debts. We took over the physical assets and commenced 
operations. In respect of the 1923 amalgamation of the C.N.R. however there 
were three kinds of debt outstanding in the hands of the public and elsewhere 
for these bankrupt railways, and on being taken over by the Canadian National 
Railways system the holders of these particular bonds were paid. 

Mr. Futton: And in your argument you make a distinction between the 
situation and that of the Newfoundland railway. In the one case the debt 
taken over is shown while in the other case you just took over and were ready 
to operate it and therefore you have no capital entry with respect to it. 

Mr. Gorpon: That is correct. If there had been, for instance, any out- 
standing debt in connection with the Newfoundland railway there might have 
arisen a question as to whether or not that could have been transferred to. the 
books of the Canadian National. I would have thought that if an attempt had 
been made to do that the Canadian National Railways might have objected; but 
in connection with this case no objection arose because the railway came over 
to Canada under the terms of the union and the physical property was turned 
over without cost to the Canadian National for management and operation; 
these are the operating results to which I am referring; and without allowing or 
attempting to get any interest on the money invested, the actual operation of the 
railway for the year 1950, the money we spent in running it less the revenue 
which we obtained for the operation, showed a deficit of $3,002,314, and in addi- 
tion we were subsidized to the extent of $1,250,000 for the coastal service. 


Mr. Carter: Do you not think the railway itself, the rolling stock and so on, 
which you took over, should be shown at some value? | 


Mr. Gorpon: We show it in our physical inventory as part of the railway’s 
rolling stock. We include what we have in Newfoundland, as a matter of statisti- 
cal record, but it does not get into our balance sheet as showing any value as far 
as the balance sheet is concerned. 


Mr. Carter: What about the steamships? Do you include those? You 
took them over to operate too, did you not? 
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Mr. Gorpon: They were shown on our inventory on the same basis as the 
rolling stock. You will see that in our annual report on page 40, under floating 
equipment; you will see 14 steamers and they include the Newfoundland boats or 
vessels. | Re 

Mr. Carrer: Surely these represent some other value, do they not? 

Mr. Gorpon: I think we are talking of two different things somehow or other. 
I don’t quite follow your question, Mr. Carter. What we did was, we took over 
the railway, the government gave us a number of locomotives and rolling stock 
and so forth, and gave them over to us to operate. There is the system, the 
Newfoundland railway system; and they said to us: you operate it. And these — 
are the results which I have just. given you. 

Mr. Carrer: Surely that gift the government of Newfoundland gave the 
Canadian National Railways at that time represents something in the way of 
monetary value, it increased the value of your property did it not? 


Mr. Gorpon: No, not as a result of operating; it represents a loss. 


Mr. Carter: I cannot follow that. If I owned a steamer and if I operate 
that steamer at a loss and still if I can sell that steamer for a quarter of a million 
dollars of a half a million dollars, it has that much value, does it not? 


Mr. Gorpon: Well, now you are talking about liquidation values, winding 
Hup) . 

Mr. Carter: I do not care what you. call it. "The government of Newfound- 
land turned over the property to the Canadian National Railway, surely it has 
some monetary value. Whether you operate it at a profit or not I still maintain 
that it has some value. 


Mr. Gorpon: Perhaps I might make it clear in this way, from the bookkeep- 
ing point of view. If the Dominion of Canada had paid Newfoundland a sum 
of money for this property, then in turning it over to us that amount of money 
would appear on our books. Now, to the extent that they bought any properties 
they would appear in our books, but in this case, in accordance with the terms of 
union, we took over the railway without cost and operated it, the railway and 
the ships, and there was no money exchanged between the Dominion of Canada 
and the government of Newfoundland; therefore, there was no book entry to 
make. Now, when we bought ships to increase the coastal services there was 
money paid; the government paid some money at that point, and there is an 
entry shown in our books. When we pay out any sum of money there is always 
an entry in our books. 


Mr. Carrer: I understand that. 


Mr. Gorpon: When this railway was turned over to us there was no money 
paid and therefore there is no book entry. | 


Mr. Carter: I cannot follow you on that. Don’t you set up any value in 
your books with respect to property which you acquire; has it no value? 

Mr. Gorpon: I am not saying it has no value. I am merely saying that a 
valuation as such is not recorded on our books. 

Mr. Carter: I am not worried whether it is recorded on your books or not. 
I am trying to find out what it would be worth if you had had to buy it and it 
represented a capital investment. Surely it represented a capital investment on 
the part of someone? 

Mr. Gorpon: That would call for an evaluation of the existing railroad, 
rolling stock and so forth. That would be a big job and it would accomplish 
nothing, apart from satisfying a certain amount of curiosity. 

Mr. Carter: No evaluation has been made on the property? 
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Mr. Gorpon: No evaluation as I said, so far as I know, has been made on 
it.. There was no evaluation of it, nor was there any valuation on the books on 
the Newfoundland government, nor did they express any valuation when they 
took over from the Reid-Newfoundland Company. 

Mr. Carter: In any case, before it was taken over by the Canadian National 
Railway it represented capital value to the Newfoundland government, their 
capital outlay did not disappear; I mean, that the Newfoundland government put 
money into it; it cost somebody money to build the railway and to keep it going. 

Mr. Gorpon: No, it. was carried at no real value in the books of the New- 
foundland government so far as we know. 

Mr. Carter: That is a very strange state of affairs. 

Mr. Gorpon: Perhaps I could answer that by saying that there are strange 
things happen in Newfoundland. 

Mr. Knigut: Would Mr. Gordon be prepared to say what the Canadian 
National is worth? 

Mr. Gorpon: Certainly not, no. I mean, the books of the Canadian National 
in regard to its property investment account is an historic figure which stands at 
whatever was on the books of the bankrupt companies when we took them over— 
to put a valuation on the Canadian National system, I suggest, would be a 
colossal undertaking. : 

Mr. Carter: Does it not appear on your inventory? 

Mr. Gorpon: The equipment does appear on our inventory, yes. 

Mr. Carter: I mean, its value. 

Mr. Gorpon: No, we show on our inventory all the physical assets, the 
number of items—box cars and so on— 

Mr. Carter: But part of that is new equipment, the new equipment would 
be shown as having value? 

Mr. Gorpon: Oh yes, as equipment delivered or received, that would be on 
our inventory. It goes into our books when we spend money for it. Anything 
that costs the Canadian National system money when we buy it is shown in our 
books. 


Mr. Carter: Whether you show it in your books or not it cost somebody a 
lot of money; they didn’t just go out and pick it up—it is worth something to 
someone. I see from the report here, that in your operations 80 per cent of your 
revenue is from freight. I was wondering with regard to freight if you could tell 
me how much of the Newfoundland freight was re-routed over other lines last 
year? 

Mr. Gorpon: How much of the Newfoundland freight was re-routed over 
other lines? 


Mr. Carter: Yes. 
Mr. Gorpon: You mean steamship lines? 


Mr. Carter: Yes. I understand there was a considerable amount of freight 
that the Canadian National Railways could not deliver at North Sydney, did 
not deliver, and instead of sending it over your own lines you took it to Halifax 
and then transferred it to other shipping companies who brought it in and landed 
it at St. John’s and made the Canadian National Railways liable for rates, 
claims and damages, et cetera. 

Mr. Gorvon: I did not quite understand what you were getting at at first 
but I think there was a period of congestion at North Sydney so that we were 
forced to re-route some traffic through Halifax and have it handled by private 
steamship companies on a deal as to rates and so forth. I have not that figure 
before me but perhaps we could obtain it, I do not know. You see, that is 
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equivalent to the sort of thing that goes on all the time in regard to interchange 
of traffic. We interchange traffic with a number of railways across the North 
American continent. We do not tie these things down into separate compart- 
ments but if you are particularly interested in obtaining this figure— 


Mr. Carter: I am not particularly intereested in the figure, but it does 
represent a charge on the Canadian National Railways which otherwise would 
not have occurred? 


Mr. Gorpon: It does represent a charge in that we have to pay part of our 
rate to private steamship companies, and we would have that money if we could 
have handled the traffic ourselves, but we could not do that without additional 
equipment which would have cost us large capital expenditures. 


Mr. Carter: But it did contribute to the debt figures? 
Mr. Gorpon: Well, it reduced the revenues, yes. 


Mr. Carter: I am just about finished. There are one or two other comments 
I would like to make. The wording of this paragraph 4 I think jis a little 
unfortunate. The quotation there that is taken from the report of the Board 
of Transport Commissioners, I presume, singles out the Newfoundland railways 
as a burden quite apart from other operations. What I mean is it reflects on the 
province of Newfoundland, it alludes to the railway’s operations as an extra 
burden. I do not think that is the only burden or the only operation that you 
have that is not .a paying one. 

Mr. Gorpon: That is a question of fact, that the board recognizes in its 
judgment, that is all. 3 


Mr. Carter: Then is it a fact that the Newfoundland operation is the only 
one that does not pay, the only one which is a burden to the Canadian National 
Railways? 

Mr. Benipicxson: No. You used the term yourself, an extra burden. 


Hon. Mr. Cuevrizr: Is that not the reason why the Royal Commission 
recommended that the financial requirements be taken out of the Canadian 
National Railways’ accounts and voted in the estimates? 


Mr. Carrer: I still think it is an unfortunate wording because there are 
other factors to be balanced against that and one factor is that whether the 
Canadian National Railways recognizes it or not the Newfoundland govern- 
ment did at some time put considerable investment in the Canadian National 
Railways which, had the Canadian National Railways to buy or replace it, 
would require a considerable investment and the interest on that would amount 
to a considerable sum. And there are other factors too. I think one of the 
factors contributing to this deficit is your remote control from Moncton. Now, 
Newfoundland has problems that do not exist in other provinces and especially 
in the coastal operations and I do not think you can expect an organization 
centred in Moncton to be familiar with these problems, and to operate as effi- 
ciently as it could be operated under the old system where it was a separate 
operation entirely managed from St. John’s. I think your remote control, your 
particular organization framework is responsible for some of that deficit. Another 
point is that the quality or the frequency of the service is such that commercial 
firms find it more profitable to go out and bring down their freight in small 
schooners—freight that should be carried by the Canadian National Railways. 
But they cannot have their freight lying on a wharf in Port aux Basques for a 
week or two and so they go to Halifax and Sydney and bring it in themselves. 
If, however, the frequency was doubled you would be carrying more freight and 
that would decrease the deficit of the Newfoundland railways. ¢ 


Mr. Gorpon: I do not know just what, is intended here, whether it is a 


criticism of the management or is intended to be a general dissertation in regard 
to Newfoundland operations. If it is the first, then I say that I must reserve 
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to Canadian National Railways management the right to determine the best 
way to run our operations in Newfoundland. There can be endless arguments 
and differences of opinion about that, but all I can do is to say that in the 
opinion of my officials and in my own opinion after looking very carefully 
at the organization that the method of organization we now have which involves 
divisional supervision from Moncton but nevertheless includes local Newfound- 
land management as well is the best and most efficient method we see of running 
the railway. I think I must ask the committee to accept that or else expose us 
to the criticism of bad management. I do not think we will ever agree on it 
because I think the views of Mr. Carter and our officials will never meet. 


Mr. Futton: But I am sure you are always ready to listen to 
representations. 


Mr. Gorpon: Of course, and I think that Mr. Carter will agree we do that in 
great detail. The second is in respect to the service I can say in a general way 
that the service on the Newfoundland railway and what we have in mind for 
improvement in the service has already shown a very marked improvement 
~ compared to what we inherited. We inherited a situation, we spent a terrific 

~ amount of money improving the service, the roadbed and so forth, and there are 
large expenditures in connection with the ferry and other facilities which 
certainly cause Newfoundland no legitimate or valid reason for complaint at all. 
I took occasion, as a matter of interest, to look over our capital expenditures. 
In looking at the Newfoundland district especially, the amount of money which 
we are budgeting for in respect to the Newfoundland district is very much greater 
than we are expending in any other part of the system on a relative basis. 
Certainly there can be no suggestion that we are starving Newfoundland. The 
reverse is the case. 


Mr. Carrer: I think that Mr. Gordon quite misunderstood me. I am not 
criticizing the management. I am just saying that here you make a statement 
or at least you take a quotation from the report of the Board of Transport 
Commissioners and you incorporate it in this report which goes across the 
nation and it looks as though the Canadian National Railways have been 
saddled with all this extra burden as a result of Newfoundland coming into 
confederation. I tried to point out that there are other factors to be considered, 
too, which are not stated here. I mean, you do not give the other side of the 
story, and it is possible that some of this deficit is not entirely due to the 
nature of the operation itself but is due to the other factors which I have tried 
to enumerate. 

You admitted yourself that the re-routing of this traffic through the other 
ports also increased the deficit. ; 

Mr. Gorpon: There is hardly a section of the railways where in one way 
or another we do not have to adopt emergency measures. In British Columbia, 
for example, we have rock slides which mean the re-routing of trains and sub- 
stantial additional expenses for operation have to be incurred. We deal 
with geographical and climatic factors as we find them. There is always 
something happening on the railroad and sometimes I often think it is something 
- wrong; but there is always something happening, I can assure you of that. But 
if we have in British Columbia a rock slide we do not hesitate to re-route over 
the Canadian Pacific Railway and the Canadian Pacific does the same with us 
all of which involves the expenditure of extra money. The same thing is true 
in your case. Due to the severity of the winter or the lack of equipment we 
could not handle the volume of Newfoundland traffic. The traffic reached 
unprecedented size immediately following confederation and we decided that 
we would use all the other facilities we could find to handle the traffic just as 
we do in British Columbia. That statement is not a reflection on Newfoundland. 
It is merely a statement of fact. | 
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Mr. Fuuron: Perhaps there is an offsetting advantage to any difficulties 
you encounter in Newfoundland because you are able to advertise as being 
the only railway that serves all ten provinces. You certainly use that statement. 
It is printed and published all across the country. 

Mr. Giuuts: Is it not true that there are other sections of the system that 
have handicapped the Canadian National Railways to a greater extent than 
the Newfoundland railway? For instance on other lines you took over all the 
funded and bonded debt on which interest is accumulating in fact all over the 
system, but when you took over the Newfoundland system you took over no 
bonded debt or no interest. 

Mr. Gorpon: We have never hesitated to point that out, and if you look 
at my submission to the Royal Commission on Transportation, I referred very 
specifically to the burdens put on the Canadian National Railways in fixed 
charges, et cetera. That went out all over the country and it was a perfectly 
honest statement. There was no intention of making any invidious comparison. 

Mr. Gituis: I think that is what worries Mr. Carter. He thinks you got 
a good deal in taking that railway over without any bonded debt or interest 
in comparison with other sections. 

Mr. Gorpvon: If I have been a little too defensive in my answers, Mr. 
Carter, I apologize. I am sensitive with regard to Newfoundland because 
we have heard such an awful lot about it. 

Mr. Carter: And you are going to hear a lot more. 

The Cuatrman: Any further questions on freight rates? 

Mr. Fuuron: Could I come back to the question of the five per cent increase 
for which the railways have applied. It is stated in the report that on January 
25 the board reserved judgment on that part of the application which related 
to the five per cent increase. Could you tell us whether you have an estimate of 
the monthly loss which you are incurring as a result of not receiving that five per 
cent increase? 

Mr. Gorpon: It would run roughly, I am informed, to about $1,100,000 per 
month. fs 

Mr. Fuuton: And judgment has now been reserved for nearly three months? 


Mr. Gorpon: Yes. 

Mr. Fuuron: I draw attention to that because my recollection of the report 
of the Royal Commission on Transportation is that, while perhaps it was not 
directly critical, it left no doubt that in the opinion of the commissioners the 
Board of Transport Commissioners itself had not given judgements with the 
speed that the importance of the economic factors warranted. Are you aware 
of any steps being taken to correct that situation? 

_ Hon. Mr. Cuevrrer: The report has been drawn to the attention of the 
chairman of the Board of Transport Commissioners and therefore he is advised 
of the recommendations. Of course, the Board of Transport Commissioners, as 
Mr. Fulton knows, is a court of record. They may decide to throw out the 
application altogether. They may decide to grant two per cent of it. They 
may decide that an interim judgment is not warranted—under all the circum- 
stances. It is pretty hard to gauge or guess what is in their minds, but they 
have the report of the Royal Commission on Transportation and they know 
what observations were made in the 21 per cent case, where a judgment was 
not handed down for almost two years. 

Mr. Fuuron: The minister used the term interim judgment. I understand 
that with respect to the five per cent increase, when the judgment is given it will 
be a final judgment. 
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- Hon. Mr. Cuevrier: I mean interim judgment as far as the application 
is concerned. The application is for five per cent plus what might be additional 
because of the implementation of the forty-hour week. If they deliver a judg- 
ment on the five per cent case, that part of the application is an interim judg- 
ment to my mind. 

Mr. Fuuron: I understand that with respect to the five per cent case 
it was presented in such a way that the judgment, whether favourable or 


_ adverse, might be given without prejudice to any other part of the application. 
Or is there another factor the determination of which is holding up the final 


- judgment of the board with respect to that five per cent application? 


Mr. Gorpon: The railways submitted the application in two parts, part 


| one covering five per cent specifically and part two to leave the application 
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on a basis where we could bring forward everything in due course caused by the 


implementation of the forty-hour week. We hoped and expected that the 


q 


five per cent definite application would be dealt with as a separate factor and 
‘we could have a decision on that, but that does not prevent the board from 
taking another view. The board in hearing the evidence might do that, I do not 


know, but it is quite within the jurisdiction of the board that, having heard 
the eviderice it might no concur with us that we had made a case. I do not 


know why they reserved judgment; they did not say. It might be that they are 
in the frame of mind that we did not prove a case at all. It certainly would 


_ be within the Board’s jurisdiction I think to take that attitude. 


The CHairMAN: I think Mr. Gordon’s answer covers your point reasonably 
well. I would suggest that while the matter is before the Board! it is perhaps 


not proper for this committee to discuss it. 


Mr. Fuuron: Certainly not to discuss the merits; I quite agree with you. 


I was directing my remarks to whether the decision— 


The CHarrMan: I think that has been fully answered and that is why 
I suggest that perhaps it might not be well to pursue that point. 
Mr. Fuuron: I do not know that it is fully answered but there are other 


parts of the report where we can come back to it. 


The CuatrrmMAn: Is that a threat or a promise? Are there any further 


- questions? 


Mr. THomas: Yes, just one. I see they have an average increase of 35 


per cent in their freight rates. I wonder if that could be broken down in areas 


_ for example the percentage of increase in the maritimes, the percentage of 


increase in central Canada, and the percentage of increase in the prairies? 

Mr. Gorpon: I would not think that would be feasible. It represents 
horizontal increases right across the board, subject to certain exceptions, and 
it would mean an analysis of every item of freight. I think it would be out of 


_ the question. 


Mr. Carter: In paragraph 1 it says the passenger revenue has declined 


7:8 per cent? 


Mr. Gorpon: What is that? 

Mr. Carrer: Paragraph 1, under operating revenue. 
Mr. Gorpon: Passenger revenue, yes. 

Mr. Carter: Yes. 


Mr. Gorpon: You will see on page 7 at the bottom of the page: “Both the 
number of passengers carried and the average length of journey declined during 


the year, passenger-miles showing a reduction of 13-1 per cent. This is mainly 
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attributable to interruptions in train service’—that would cover the strike as 
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well as the coal shortage, etc—“in addition to reduced tourist and travel 
expenditures, and the increase in use of motor vehicle and air line trans- 
portation”. 

You will recall that in the early part of 1950 there was curtailment. of 
passenger service due to the shortage of coal, and that is reflected in the figure. 

Mr. Carrer: A large percentage? 

Mr. Gorpon: It is a large percentage, perhaps a disturbing percentage. 

Mr. Macponatp: Would Mr. Gordon be inclined to comment on what 
means are being taken to reduce this percentage of loss? 


Mr. Fuuton: Particularly when, I might add, there was the same experi- — 
ence last year. I have last year’s report before me and you said there was a 
drop of 8-5 per cent in the passengers carried. I would like to associate myself 


with the question asked by Mr. Macdonald as to what means you can see, if 


any, to boost your passenger traffic? 


Mr. Gorpon: The general question of building up our passenger income 
or passenger transport is one of the most difficult questions before the railway 
management today. I think I can say frankly it represents the impact of 
competition of alternative forms of carriage, particularly highway competition 
in the form of busses. The air line competition is not as serious because it 
represents sort of a luxury type of competition although it does take traffic 
away from the high capital valued means of transportation we provide. In 
other words, where we lose substantially is that in trying to compete against 
air lines we provide ‘super-duper’, luxury type equipment in the form of what 
we call ‘rear end equipment’. That is a peculiar expression to me but it is a 
railway term. I do want to suggest to you that our rear end equipment 
is very comfortable, but I was looking over some figures the other day and the 
air Jines are still only taking a little better than 1 per cent of the passenger 
trafic. The big competition is in the form of the individual motor vehicle and 
we just cannot meet and never will be able to meet the degree of flexibility 
and convenience there is for the man operating and riding in his own auto- 
mobile. That is of course growing. 

On the question of busses the volume of movement is serious competition 
but there we are handicapped by a number of factors. We are handicapped by 
the fact that we find it very difficult to get co-operation in the matter of 
running busses here and there, where we think they might add to our volume. 
Every time we wish to abandon a railroad and give better service by bus we 
meet all sorts of opposition. We meet it from the residents of that community, 
and from the government officials who grant the permits. 


Mr. Futron: And also from the employees of the railway? 


Mr. Gorpon: Well no, I cannot say that is a specific matter that gives us 
much trouble. I cannot recall having particular representations from employees 
in that respect. It is just a question of how we meet the competition. Every- 
thing we have struggled with so far has been pretty frustrating, I do not mind 
admitting. So, the question of passenger traffic remains a headache problem 
for the railway. I cannot see any obvious solution; I think it is a combination 
of a lot of solutions. 

I think we can work out co-operative arrangements between the bus 
carriers and the railways; I think something of that kind could be done. I think 
we are entitled, as the royal commission report brings out by implication, to 
see that competition is at least kept on a fair basis. I can only end up with the 
rather lame explanation, I am afraid, that the type of competition existing 
against rail passenger traffic continues to be acute and is likely to become 
worse rather than better. 
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Mr. Fuutton: Do you estimate any substantial or appreciable loss of your 
transcontinental traffic to American railways because of various reasons, 
including the fact that they make the trip in less time than you do? 

Mr. Gorpon: That becomes a question of preference on the part of the 
passenger. 

Mr. Futon: I was wondering whether your studies indicate that there has 
been any loss or whether there has not been any loss for that reason? 

Mr. Gorpon: That is very difficuit to establish. It is something about 
which you can make assumptions but it is very difficult to establish. 

Mr. Morr: Is it not right, Mr. Gordon, that the Great Northern Railway 
out of Seattle and Everett on an average is 48 hours faster into Montreal than 
the C.N:R.7 

Mr. Gorpon: The operating schedule is faster, but I do not know how much. 

Mr. Dineuz: I understand it is from 20 to 24 hours faster. 

Mr. Morr: Well, there is a day there. | 

Mr. Gorpon: The transcontinental traffic in Canada is conditioned by 
arranging our schedule so as to arrive at the larger centres in the various prov- 
inces at reasonable hours. 

Mr. Futton: To the prejudice, I might say, of most of the smaller centres. 

Mr. Gorpon: It may be, Mr. Chairman, but I have discovered this in life | 
already; it is one problem I have never solved: you cannot be in two places at the 
same time. I have never been able to do it personally nor with the railroad. 

Mr. Grorce: I hope, Mr. Chairman, that Mr. Fulton does not assume that 
the Ocean Limited arrives in Montreal from Halifax at a reasonable time? 

Mr. Gorpon: The transcontinental schedule could be speeded up if it were 
found desirable to do so but we would have the immediate difficulties of pro- 
viding reasonable arrival and departure times at the principal intermediate and 
terminal destinations; and included in that is the problem of making connec- 
tions with the various trains from other important points, not only criss-cross 
Canadian traffic but important trains from the United States. 

Mr. Futron> You are not able to say then that there is any way in which 
you can make an estimate or whether you do in fact lose transcontinental 
traffic? 

Mr. Gorpon: I would say it is an assumption that we do. I have made 
inquiries but it is difficult to assess what motivates the passenger in making his 
decision. Sometimes it 1s obvious that a person leaving Vancouver takes the 
other route to save time, but there may be other reasons. 

Mr. Fuuton: May I ask you what is the chief factor in arriving at the 
decision not to speed up the schedule? Is it the difficulty of connections or is 
it the financial difficulty in the way of better roadbeds, equipment and so on 
being required, or what is the over-all reason? 

Mr. Gorpon: The main difficulty is the difficuty of schedules, maintaining 
connections, and working them out. Mr. Dingle, that is an operating matter. 
Would you think that is a good explanation of it? 

Mr. Dinetm: Yes. These transcontinental schedules have been set, sir, for 
various reasons over a long period of years. We figure now that what we have 
is about the best suited to our over-all needs. 

Mr. Futron: Would you dispose for us, Mr. Dingle, of a statement which 
has been made and which I have never heard answered one way or the other. 
It has been suggested in this committee in previous years, and outside the com- 
mittee, that the main reason is that some tie-up exists between you and the 
C.P.R. in the matter of schedules. They are physically incapable of increasing 
their time and therefore you are held down? 7 
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Mr. Dineie:, I would put it this way. SRibhet road is open to inating its 
schedules but it is the practice, at the present time, that we consult one another 


as to our schedules. 

Mr. Futtron: So that is to some extent a joint decision? 

Mr. Gorpon: Put it this way. There is no agreement existing between 
the C.P.R. and ourselves in regard to these particular schedules but, as a 
matter of practical common sense, we check with each other in regard to our 
schedules because that has a meaning in regard to the interlocking of the traffic 
coming to these key points. Looking at it again and again, both railways have 
come to the conclusion that the present schedule is the most practical one all 
things being considered. It is quite untrue to say that there is any understanding 
that we will slow down in order to meet their schedule. 

Mr. Mutrcu: The usual form which the story takes is that, because it was 
demonstrated the C.N.R. could make six hours faster running time between 
Vancouver and Montreal than the C.P.R. did—that was in the days of Sir 
Henry Thornton—an additional six hours have been tacked on to make the 
service comparable with the C.P.R. That has been told over and over again and 
it is generally believed. 

‘Mr. Gorpon: I have heard of it, enquired into it from a point of consider- 
able advantage, and the story is not correct. 

Mr. Knicut: ‘There is one special item here on special tariff about which 
the people of my city are concerned and they have made some protests, includ- 
ing a letter:to the minister. I would lke to get on the record something that 
would perhaps satisfy them or answer the protest in this regard. It is about 
C.F.A. tariff 67, whatever that is. They describe it as a tariff embracing multiple 
and maximum load cars coupled with severe scale demurrage and detention 
charges in addition to penalties imposed for cars held beyond free time. © 


Hon. Mr. Cuevrier: That was a tariff which was put into effect. by an order 
of the Wartime Prices and Trade Board when price controls were established. 


Some time in 1945 or 1946—I do not know just what the date was—the Board © 


of Transport Commissioners was authorized to administer the order. There was 
no application made by the railways for the imposition of the order until quite 
recently. 

Mr. Knigut: You mean a re-imposition? 

Hon. Mr. Curvrier: That is right. Because of the box car shortage the rail- 
ways made an application to the Board of Transport Commissioners to re-instate 
the maximum loading order and the board heard representatives of the railways 
but has not yet handed down its decision. I do not know just what you are 
pursuing it for. If you are making a point against the application of this order, 
then I do not understand your position because if there is a serious shortage of 
box cars and if the situation is urgent in western Canada, then that is a good 
argument for the imposition of this maximum loading order. 

Mr. Knicut: We are not at the moment discussing a car shortage. 

Hon. Mr. CHrvrier: But you cannot separate the two. 


Mr. Knicut: All right. Let us admit that. What I want to know is: What 
this tariff is and what is its general effect. I want to find out about that. 

Hon. Mr. Cueveier: I can tell you in general terms that all during the war 
it applied in this way: that a car had to be loaded to its maximum capacity. The 
railways want the re-imposition of the order because, from the reports given to 
me that when the order was in force, there was a greater percentage loading of 
cars than there is today. 


Mr. Knicut: These people consider that this is inequitable in regard to 
what they call the long haul points as compared with short haul points. That is 
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to say, that at points where they have the advantage of competition through 
trucks and water, they do not have to put up with this sort of thing. But on the 
other hand the people in the centre of the Prairie Provinces, at what they call 
long haul points, have no way of controlling the manner in which these cars are 
unloaded and taken off to other places. In short, they think that the long haul 
points have some special consideration, and that this charge is therefore 
~ inequitable. \ | 

Hon. Mr. Cueverier: I have no comment to make on that because it is a 
matter upon which the board was asked! to adjudicate, and it has withheld its 
judgment. 

Mr. Knicut: They think that the ultimate result will be an increased price 
to the consumer because ultimately these things are handed on to the consumer, 
in the matter of the price of goods. ‘ 


Hon. Mr. Curveier: I think that penalty charges are mostly in connection 
with demurrage. 


Mr. Gorpon: This order originated in the Wartime Prices and Trade Board. 
It was an order which was specifically directed to produce a greater efficiency 
in the use of cars, and during the time of its life it did add considerably to the 
more efficient use of box cars, and by so doing it reduced the over-all price to the 
consumer. That was the theory of the Wartime Prices and Trade Board order 
and it did work. 

Now, in the present circumstances, what we are concerned with is to get 
a more efficient use of box cars which are in short supply, so it was felt that a 
method which proved satisfactory in the war could again be applied at this 
particular time. : 

The question one has to ask himself 1s: have we got an emergency or have 
we not got an emergency? If we do have an emergency, I suggest we are 
entitled to use emergency tactics. 

It may be that it is not completely equitable in every case. I am inclined to 
agree that there would not be complete equity and that it might make a differ- 
ence here and there. But if the big shippers concerned will co-operate with the 
railways and if we have the order re-instated, I think we can add greatly to 
removing any particular bottleneck which exists. But we would have to have 
an order to give us an opportunity to convince shippers that we are serious and 
that there is an emergency situation. 

Hon. Mr. Cueverer: Here are the figures. The report I have indicates that 
the net ton mileage of a loaded freight car today is 29-6. But when the order was 
in effect in 1944 it was 34 points, a considerable difference. If the maximum 
loading order were put into effect today it would perhaps go back to higher than 
34 points because there is a greater volume of traffic. ; 

Mr. Knicut: Is not the fundamental idea of this tariff the result of an 
earlier release of cars? 


Mr. Gorpvon: Both questions are there. There are two questions. The first 
is: Can we get better utilization of a car? And the second: Can we get a car 
released quicker? 


Mr. Knicut: These people argue that in the case of central prairie points, 
which are long haul points, this would not serve the purpose of the earlier 
release of cars, because your cars were released earlier In any case. 

Mr. Gorpon: This is one case where we can point to a practical example. 
This order did what it was intended to do during the war and we have the 
records to show it. In specific instances the burden may be greater in some 
places than in others. But from the standpoint of the railways, we will do our 
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best, if the shippers will co-operate. That is, we will not take unfair advantage 
of the order. We will use the order for the specific purpose for which it was 
intended, namely, the better utilization of box cars. | 


Mr. Knicut: I am glad to have that on the record because it will give 
people some understanding of the situation. There is some argument on the 
other side. I was not pursuing any theories of my own because I have no 
opinion in this matter. I know nothing about it. I am merely trying to get a 
statement from the management as to what this is all about. - 


Hon. Mr. Curvrizr: Nobody has been affected by it yet because there is 
no order, : | 


Mr. Knicut: But the application for it is before the Board. 


Hon. Mr. Curvrirer: The Board may decide that there is not a sufficient 
emergency to apply it, and if they do not find that an emergency exists, they 
will dismiss the application. , 


Mr. Murcu: The matter I wish to speak about is related to the volume of 
rail traffic. It is mentioned here at the bottom paragraph under “volume of rail 
traffic”, and it says: 


A decrease of 11-4 per cent in less-than-carload tonnage is, in sub- 
stantial measure, the result of truck competition. 


I wonder if it is determinable, I mean the percentage or volume of LCL 
tonnage shrinkage in the prairie region? Is that available, and if it is, I 
would like to have it. And in addition, I would like to ask Mr. Gordon if it 
is not probable that the shrinkage in LCL tonnage particularly in those areas 
is largely attributable to the extensive and sharp increase in LCL freight rates 
and not from competition with other carriers? Competition in the prairie region 
from trucks is not as sharp as it is in the middle eastern regions. It would be 
very interesting to have that break-down. 


Mr. Gorpon: Well, I cannot ‘give you any figure, There has been no figure 
established as to what the actual diversion of traffic is. We know in a general 
way that the diversion of freight traffic by reason of highway competition runs 
into scores of millions per year, and that one of the weaknesses in the present 
situation is that we have not got the proper ‘statistical background to this 
problem. 

The Railway Association, as I said this morning, is now setting up a transport 
economist department for the purpose of trying to establish the facts. We have 
been short of the facts in dealing with this particular problem. I cannot prove 
what actual amount of LCL freight is lost. We do know in specific instances 
that when we increase the tariff rates, we keep a sharp look-out for existing 
traffic and we try to get those rates at a point where they will be competitive. | 

In other words, if I may put it this way, this is a generalization and there- 
fore I would not want to be held to it specifically. It is a generalization on 
competitive traffic, but I say that so far as highway traffic is concerned, it is 
not the rate only that is the significant factor. It is the degree of flexibility and 
the type of handling, and things of that kind. 


_ Mr. Mutcu: I am interested in a specific form of transport. It is not LCL. 
I will be much surprised if, as a result of the increase in rates in the prairie 
regions, you have not lost a substantial amount of business from stock drovers, 
people buying and selling to the stockyards, That should be readily determined 
by comparing one figure with the other. 


Mr. Gorpon: Our traffic department keeps a very sharp outlook for the 
very thing you mentioned, and that raises the whole question of competitive 
j rates. We do try to keep our competitive rates at a point’ where we do not ° 
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lose traffic. But that does not mean that we do not lose traffic. We lost traffic 


for other reasons than that, such as by reason of the specific appeal of highway 
competition. a. 
Mr. Murcu: If it were possible to buy trucks today in the quantities in 


- which they are required, I think that your LCL freight in the southern part, 


let us say, of Manitoba would decrease much more than 11 per cent, because of 
that increase there, and I am inclined to think that, whatever may be the case 
in the middle eastern and other regions, your loss in LCL freight in the 
prairie region has forced up transportation there by any means they can use. 

Mr. Gorpon: You mean the principle that highway competition in the 
form of trucks is operating against a background of the railway rates structure? 
We have to set a rate while the truckers have the opportunity and the advantage 
of being able to meet that rate, and of adjusting themselves to meet it. So 
we can never be absolutely sure that our rate is competitive until we have 
tried it. 

Mr. Mutcu: Is your competitive rate for LCL freight seriously affected 
by your responsibility in meeting claims for breakages? . 


Mr. Gorpon: JI would’say no on that. I do not believe our damage claims 


form a real factor in respect to the rates, no. 


Mr. Murcu: Your competitors urge that there is a specific loss caused in 
the matter, brought about by the adoption of certain packing and so on. 

Mr. Gorpon: Well, that is the sort of thing we do not know. We do not 
know enough about it. I think that one of the handicaps confronting the 
railways has been the fact that we do not know as much as we would like 


about our competitors’ business. We have tended to consider very definitely 


our own particular method of transport, what it means to us, and so forth. 
But in meeting competition I think there is certainly room for further analysis 
of highway competition, of what sort of flexibilities we could introduce into 


railway service and what sort of improved service we could give to meet the 


competitive quality of service offered by the truckers. There is a limit to 


what can be done along that line. 


And all through the piece we, of course, have been handicapped. I am 
afraid I am getting into a very controversial subject; but the railways have 
been very much handicapped by the fact that we have not had too much 
support in the matter of trying to meet strong highway competition through 
such methods as the agreed charge, for example. 

That legislation went into effect, I think, around 1937 or 1938, and we have 
managed to make a relatively small number of agreements. But they are so 
be-devilled by red tape and qualifications and:so forth that the railway does 
not have a chance to use its cost advantages against highway competition. 
And the same thing is true in lesser measure in regard to competition. from 
trucking. Some of you may recall very well that this problem was the subject. of 
an address 1 made recently in Montreal in which I said that the question of 
highway traffic and the question of highway competition in respect of rail 
traffic is really the major railway problem of today. That is the problem today, 
and we of the C.N.R. have taken very special action to explore the whole 
problem and developed a report on it which will be the basis for fuller decision. 
But, speaking as president of the railway, I have found myself very seriously 
handicapped in trying to find any solution to the problem because of lack of 
available statistical material and detail in regard to the highway problems. 
As I said before, I think that will be corrected very soon; at least so that we’ 
will know more precisely what we are talking about. I do not belong to the 
school of thought which believes that the only way to handle the highway 
competition is to stifle it. I don’t believe that at all. I think it has to be met; 
it has to be met by the railways by offering alternative accommodation and 
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services which will be competitive, and to be worked out by agreement with 
the highway competition in such a way as to enable each method of trans- 
portation to do its job. The railway is definitely faced with this problem of 
highway trucking. There is no question about that, and it is foolish to think 
anything else about it. I do not think any good purpose is to be served by each 
one of us in just getting up and screaming at each other. That does not get 
us anywhere. 

Mr. Murcu: I wonder if Mr. Gordon could give us any information as to 
how this new idea they have developed is working out; I refer to passenger 
trains or mixed trains carrying freight as a service to certain branch lines, and | 
things of that sort. , 

Mr. Gorpon: I think the answer to that must be in two parts, Mr. Mutch. 
The freight traffic rate is set as a rate for freight. If it suits our purpose to 
carry some of it on a mixed train, passenger or otherwise, that does not affect 
the rate; that is our operation of the business. but it does not affect the rates. 
It may be more economical in some cases to put it on a mixed train than to 
provide a specific freight train, but that does not affect the rate. We consider 
that as freight just the same. 

Mr. Mutcu: You sometimes take it on just to fill up a car that is going 
over the line. 

Mr. Gorpon: That is right. Now when the volume of traffic is especially 
light we fill it up by taking freight on a passenger train run, but even when we 
do so it moves at the established rate. 

Mr. Knicut: What has the railway run into, if anything, in the form of 
direct competition in freight hauling on the highways along a given route and 
things of that sort? , 

Mr. Gorpon: There are some routes where we have some trucking, not 
very much. We have quite a number of routes under study. We have a number 
of- routes where we are operating, but not very extensively even there. For 
instance, there is the route from Port Arthur to Geraldton and Longue Lac and 
Hearst. There is the odd case of truck service competing with the rail haul 
and using Canadian National transportation equipment. We have the Niagara- 
Si Catharines—Toronto and Oshawa railways. That covers the bus service but 
it does not amount to much, 

: Mr. Fraser: Would that be express or freight? 
Mr. Gorvon: That would be freight. 

Mr. Knicut: In those cases it would be rather supplementing your rail 
service, would it not? 

Mr. Gorpon: That is right. ; 

Mr. Knicut: I mean, rather than entering into competition with your 
service? 

Mr. Gorpon: That is right. And in every one of these cases I have men- 
tioned there I would say that the service was really completing the rail service. 

Hon. Mr. Cuenvrier: I wonder how this gets in here? 

Mr. Knicut: What was that the minister said? 

Hon. Mr. Curverer: I just said, I wonder how this gets in here—go ahead. 

Mr. Knicut: Maybe we can find out. 

Mr. Heumn: I would like to ask Mr. Gordon a question— 

Mr. Kyigut: Do you mind if I finish my remarks, Mr. Chairman? 

Mr. Here: If it is in order, yes. 

Mr. Knicut: We are here on this committee to make suggestions, even 

if we are not experts on railway matters. However, I was saying when my 
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_ friend interrupted me, that in the little place from which I come where the 
- population is very thick the railways have discovered that they could not stand 
up to truck competition at all, and really there is power in the board to take 
over the railways and run them and co-ordinate the competition between the 
railroad and trucking; there are parts of this country I think where we have 
almost come to the point where the truck drivers could put the railroads out of 
business provided the railroads kept their tariffs where they are, unless they 
get together. f 

Mr. CuarrmMan: I wonder, Mr. Knight, if you will put that in the form 
of a question. You see, it is the policy of this committee that we do not keep 
Mr. Gordon and his very important staff here any longer than we have to. We 
keep any discussion‘we may have until afterwards. I think that at this stage 
of our committee meeting we should confine ourselves to questions. 

Mr. Knicut: My question is this, Mr. Chairman: If equitable freight 
rates are established all over this country are there not certain places where 
the railroad company, the C.N.R., would find it difficult to meet competition 
from trucking services which are already in existence? That is the point of 
my question. 

Mr. Gorpon: ‘The first part of your remarks are a little difficult to follow. 
You ask, if equitable freight rates were established. I think we already have 
equitable freight rates so far as the railways are concerned. If you are talking 
about competitive rates then I could understand your question. 

Mr. Knicut: All right. ; 

Mr. Gorpon: That- brings up the question that the railways, if they are 
serving specific districts, would either have to go into the trucking business them- 
selves or find some co-ordinating or cooperative method of handling the business. 

Mr. MacponaLp: The report indicates “a decrease of 11-4 per cent in less 
than carload tonnage is, in substantial measure, the result of truck competition”, 
I was wondering of that percentage how much was due to traffic lost to truckers 
as a result of the strike, and to what extent shippers forced to use trucking 
services were lost to the railways? 

Mr. Fraser: And they will not go back to the railways. 

Mr. Gorvon: That is generally a question of psychology, as to which the 
shipper prefers. Personally, I do not believe that the strike itself has lost us 
an awful lot of business that we would not have lost anyway in respect of high- 
way services, but that is only my opinion. 


Mr. Macponatp: I wonder if you would have a breakdown which would 
show us the percentage of loss, whether it was greater in the latter part of the 
year, let us say in the months of September, October, November and December 
than it was during the first eight months of the year? 


Mr. Gorpon: We haven’t got anything in exactly that form but I have some 
statistics here that may cover your question. We have examined the question of 
these strikes as far as we can, and on the basis of all the information assembled 
it is estimated that the C.N.R. system lost approximately $2,732,000. In respect 
of passenger traffic that is very much more difficult to estimate, but we estimate 
it at around $600,000; so that makes it altogether about $3,332,000 of a revenue 
loss arising directly out of thé systems operations during the period of the strike, 
because we have taken into account the amount of wages that were not paid as 
against the revenue we would have had from the traffic. 


Mr. Brenipickson: That is net? 


Mr. Gorpon: That is net, yes. I feel a little at a loss in discussing this 
question because I do admit, and I repeat, that statistics in regard to highway 
competition are very inadequate; as a matter of fact, provincial governments 
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do no require highway operators in all cases to give statistical returns, certainly 
not of the kind we need to examine their showings. There is no other way for us 
to get them. If we were to ask the highway operators for their figures they would 
be rather inclined to say no. 2 

Mr. Futron: Is that all they would say? 

Mr. Gorpon: There are a lot of things even under provincial regulations that 
are very difficult to establish because you have three types; there is the recog- 
nized trucker who makes trucking his business, you have a little fellow who is 
just running his own truck and very often runs it into the ground, and then you 
have the company which has decided to do its own hauling by its own trucks. 
You have these three different classes and it is very difficult to get any informa- 
tion of a kind that would be useful in formulating a policy. 

The Cuatrman: Are there any further questions on freight rates? 


Mr. Gituis: I would like to ask this question. Have you any information 
on competition from the trucking industry, and in the light of the information 
available to you do you consider that we are arriving ata time when the govern- 
ment will have to consider our overall transportation policy in this country 
whereby all transportation will be co-ordinated under some government regulation 
bringing order out of chaos? 

Mr. Gorvon: I have always thought it advisable in my life-time, Mr. Gillis, 
to let the minister declare government, policy. | 

Mr. Giiuis: I did not want to ask the minister because I was fairly sure he 
would not answer. | | : 

Hon. Mr. Cuevrier: I made some answer in connection with that in the 
House the other evening when I was asked what the government was going to 
do ‘in connection with the recommendation in the report of the royal commission 
having to do with a central authority, and I said that the government as yet had 
not had an opportunity of discussing it; that we were considering and studying 
the first part of the report relating to equalization, and that until we were in a 
position to recommend legislation I did not think it would be advisable: to con- 
sider either the second or third parts of the report that you mentioned. 

The CHarrMan: Carried. 


' Now, operating expenses. © 
Mr. Futon: Have you dealt with rail traffic? 
The Cuatrman: Yes, volume of rail traffic. 


Mr. Fuuron: I would like to ask a question there. You referred to the 
increased rail movement of oil as representing a passing phase, and I was 
wondering whether you had given any consideration to the operation of pipe lines 
from the Alberta fields. Can you tell us what consideration your railway—or 
has any consideration been given by the railway association and if so what 
consideration have they given to the question of the railways entering the 
pipe line field and the reason why you decided if you did decide against it? 


Mr. Gorpon: Well, I am afraid that question was one which was considered — 


by a former management and I am not personally equipped to follow through 
the thinking that took place if and when consideration was given at a time 
when our pipe line might have been built. The only thing that I can say is that 
the time has passed for the railways to build them. 


Mr. Futon: There is only one particular pipe line in existence at the 
moment, is there not? That is the one to Superior? 


Mr. Gorpvon: It is the pipe line that will probably carry a lot of traffic. 


Mr. Fuuron: There are a number of pipe lines proposed for the west 
coast? } | 
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Mr. GORDON: We have had a look at them and on the economics of any 
pipe line to the Pacific coast we cannot see that we could come out with a 


_ profitable operation, or anywhere near it. In other words, to answer the question 


i 


_ specifically, we do not think we could undertake to build a pipe line to the 


_ Pacific coast on the basis of our analysis today. It would require too heavy a 


government subsidy. 
Mr. Fuuton: Yes, because the figures given on capital cost are such that 


_ you would not have the capital available. I was wondering if you were coming 
_ forward with a recommendation as a long term proposition that a pipe line 
_ would be a profitable field for a railway to be in, after all it is a common 
_ carrier. I was personally somewhat disturbed to think that in future all of the 
_ oil of Canada is going to be carried by other than railways, at least swhstantial 
- quantities of it. It seems to me to involve the loss of a considerable volume of 
_ potential revenue. 


Mr. Gorpon: Any pipe lines that we have seen projected, which we have 


had an opportunity of examining, do not work out from an economic analysis 
as something that we care to recommend. 


The capital cost and the operating possibilities are such that we would 


be heading right into a very substantial subsidy of a character that we cannot 
_ see ourselves justified in recommending because of many other things. It 
carries no particular advantage to the railway to undertake the operation 
_ of a pipe line if it means drawing on the government for a subsidy. 


Mr. Fuuton: When you say “subsidy” do you mean for the cost. of 


- construction or dio you visualize you would not operate at a profit? 


Mr. Gorpon: Either way. If we were to build it, of course, and had a very 


4 heavy capital subsidy we could perhaps reduce our capital cost to a basis where 


we would show an operating profit. That is one way of doing it but that would 


be a substantial sum. But we do not recommend that spending of government 
money. If we built it ourselves and undertook the capital cost then we believe 


the operating cost would be such that there would be continual annual subsidies 
needed to cover operating costs. 


Mr. Futon: Is it not fair to say that that would seem to be at variance 
with the various statements made by the pipe line companies who certainly 


appear to think that they will be operating at a profit? 


Mr. Gorpon: Maybe, but that is the best judgment we have got. 
Mr. Morr: Mr. Chairman, would such a proposition not run the railway 


into the same position as they are now with their lines running all over the 


country? What I mean to say is if some little oil wells are found somewhere the 


_ railways pipe line would be under pressure to run all over the place to pick up 


these little oil wells and that would land us back to the position that the 


_ railways are in today—a situation that we have been condemning to a certain 
extent, the railway having to run tracks all over the place due to pressure by 


politicians and others wanting lines in their vicinity. 


Mr. Gorpon: If I may add this, I am speaking from the standpoint of the 


railways. I am not suggesting that the pipe line companies with their own | 
methods of operation could not come out with an operation which would be 
advantageous. But after all there is nothing in the operation of a railway which 


; 


a 


gives it a particular advantage in building a pipe line. Pipe line economics are 


quite different from railway economics because the pipe line almost ignores 


topography. It is a straight line proposition, as the crow flies more or less, and 


when you put it on that basis there is no more reason for the railway to go into 
_ carrying oil or into the oil business than for us, for instance, to run a bakery, 
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because the essential point is that the oil companies ordinarily are the people 
sponsoring oil pipe lines. Pipe lines are usually tied in with all the major oil 
companies or with those who supply the load and can guarantee the load. _ 

Now, I have thought, as you did, Mr. Fulton, in my early stages of being a 
railway president that the obvious thing was that the railways might well go 
into that business, but looking at it as a practical proposition there is no 
particular advantage to the railways, as far as I can see, except enlarging its 
operation and adding to the problems of management. It comes to the point 
that the problems of management in terms of size have to be considered. Tying 
it into railway management would give us no advantage so if there is to be a 
government oil pipe line in Canada it would be better handled as a separate 
company because neither the skills we have in the railway, in the matter of 
mechanical or technical skills, lead into any particular savings in the matter 
of operating a pipe line. 

Mr. Fuuron: I appreciate those views and I do wish to make it clear 
that I was approaching it from the economic point of view and not from any 
standpoint of policy with regard to public ownership or other point of view. The 
railways are in the transportation business now. Pipe lines are also going to be 
in the transportation business. The railways do carry substantial quantities 
of oil now. You are in danger of losing all that business and, therefore, a 
certain amount of revenue. Now, those are the considerations that I am 
interested in and I am glad to have your reaction to the problems from the 
railway point of view. 

Mr. Gorpon: I feel a little guilty, as I may have said something which 
may be misinterpreted and I want to repeat that I am not suggesting at all that 
other qualified people who are in the business of operating pipe lines and who 
have proper associations with oil companies and have the skills and techniques 
and what not, I am not suggesting for a moment that they cannot build the pipe 
lines and operate them profitably. JI am merely pointing out from the standpoint 
of railway management there is no advantage with us. It would be rather the 
reverse. We would have to build up an entirely new organization and I doubt 
if we could hope to do it as efficiently as the people who are in that business. | 

Mr. Futton: There was an application for a pipe line to the Pacific coast 
in which the route was described as following your line of railway to the coast 
with the exception of a relatively small diversion from Kamloops to Hope. That 
struck me as another reason why this pipe line might be of interest to you. 
But I take it that your position is that you do not see that the loss to the railways 
in revenues from the transportation of oil becoming the exclusive concern of the 
pipe line is not of sufficient moment to justify you overcoming the other hurdles. 

Mr. Gorpon: We do not see how we can attempt it. We have had 
discussions with people about following our right of way and we have indicated 
that provided we have proper understandings and agreements we will co-operate 
with them. | | 

Carried. 


The CHAIRMAN: Operating expenses. 


Mr. Fraser: On prices of materials, on page 9. This year that will be 
increased by two per cent because of the increase in sales tax, will it not? 


Mr. Gorpon: That is right. We figure that our increased cost will be . 
between $2 million and $24 million by reason of the two per cent increase in the ~ 


sales tax. 
Mr. Fraser: You are going to feel the high cost of living too. 
Mr. Gorpon: What do you mean “going to feel?” 
The CHAIRMAN: Employee pensions. 
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‘Mr. Knicut: I am interested in this business of railway pensions—and 
particularly in the matter which was brought up in the house the other night. 
Mr. Furton: Might I suggest that there is another section of the report 
dealing with that? I know we are all interested in railway pensions. 
The Cuarrman: If you will indicate the paragraph I will make a note of it. 


Mr. Futton: The third paragraph on page 5. 
Carried. 


The Cuarrman: Other income accounts, page 9. 

Mr. Fraser: Do you contemplate retirement of any bonds this year? 

Mr. Gorpon: Yes, you will find if you turn to page 33, an item of $48 
million due in New York on September 1, 1951, being an issue of 43 per cent 
twenty-year guaranteed gold bonds. This amount will have to be dealt with 
on maturity in September 1951. 

Mr. Fraser: You contemplate refunding those at a lower rate of interest? 

Mr. Gorpvon: I should say this that with respect to our intentions on 
financing that is market information we should not be asked to divulge. | am 
merely stating here that this issue will mature on September 1. 

Carried. 


Mr. Fuuton: It is stated that capital expenditures amounted to $38 million, 
of which $21 million were for new equipment, whereas on page 10 you say in 
the third paragraph: 

On March 15th, 1950, a $22,000,000 issue of 24% per cent Ten Year 
Serial Equipment Trust Certificates, maturing semi-annually in equal 
principal instalments, was sold at a cost of 2-37 per cent. This issue 
provided approximately 75 per cent of the cost of acquisition of new 
equipment. 


So that on page 10 you say $22 million was only 75 per cent of the cost, 
whereas on page 9 you say $21 million was the cost. What was the actual 
cost of the new equipment? 


Mr. Gorvon: There is an overlap there. The issues of 1949 and 1950 overlap 
and you cannot trace from the actual financial, statements what will match 
up with the actual new equipment we bought. The equipment trusts are 
financed to the extent of 75 per cent on delivery, but there may have been 
some equipment in the 1949 budget that was not delivered until 1950, and we 
only finance it as the equipment is delivered. Those two figures will not jibe. 

Carried. 


The CuamMan: New construction. 


Mr. Carrer: There is no mention here of the new pier at Sydney. Does 
that not properly come in here? 


Hon. Mr. Cuevrier: That comes under the estimate items. 


Mr. McLure: On new construction, is it the intention of the Canadian 
National Railways to build a new bridge over the Hillsborough river to accom- 
modate the traffic from Charlottetown down to Murray Harbour? This bridge 
has been condemned and the traffic now, the passenger traffic and freight, comes — 
up the 46 or 56 miles from Murray Harbour and stops at Southport. What 
arrangements are there for carrying the traffic across? 


Mr. Gorpon: We have made an offer to the province of Prince Edward | 
Island whereby if they will grant us the necessary licences we will operate a 
bus service between Charlottetown and Murray Harbour on approximately the 
same time schedule of train, and the railway would be in a position to offer 
even better service. We said that during the period when the highways are 
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closed to bus operation the Canadian National Railways would operate a train 
from Murray Harbour to Southport and co-ordinate that service with bus 
operations to Charlottetown. as 
That offer was made on receipt of a letter from the premier in which he 
pointed out the situation with respect to the Hillsborough bridge but I have 
not received an answer to our proposal. The Board of Transport Commissioners 
has condemned the bridge for railway operations, and we are not permitted 
to use it. On a previous occasion we had offered the province the bridge in the 
event that they wanted to use the piers for the trans-Canada highway bridge 
but we pointed out we were not prepared to join with them in the construction 
of a new bridge because we did not propose to run a railway over it. 


Mr. McLure: The piers are not condemned. 


Mr. Gorpon: No, the piers are not condemned. The piers themselves, we 
believe, can be used in the construction of a new bridge. Even on the basis of a 
modern up-to-date bridge on piers the cost would represent a very substantial 
capital cost. Now, we have said that we are prepared to turn that over to them 
without cost, that is with the approval of the government, and we have that, but 
we do not intend to join in the cost of a new bridge because we feel we can provide 
a better service if we can get the bus and trucking licences we have asked Prince 
Edward Island for now, : 


Mr. McLure: Of course, when you were asking for that franchise you were 
asking at that time for the whole island, and that would interfere with private 
enterprise entirely. I do not think you can ever anticipate getting a franchise of 
that kind. 

Mr. Gorpon: If that is so, I think it is a great pity because we have made 
an offer which would materially improve the service to the citizens of Prince 
Edward Island both in regard to passengers and in regard to freight. We have 
furthermore made a very reasonable offer to protect the existing operator there 
in respect of his revenues and I think anybody who would look at what we have 
offered would say that the railway has gone a long way to work out a reasonable 
compromise. However, the matter as it stands now is that we have been refused, 
the franchise, and there was a resolution of the legislature to that effect which 
is recorded here. The Canadian National, as I say, has not. been successful in 
obtaining the required highway franchises from the government of Prince 
Edward Island and the extract from the legislation reads as follows: 

Be it therefore resolved by this assembly that the present time is not 
opportune for the granting of public licences or franchises to the Canadian 
National Railway. 


I am afraid I cannot refrain from the comment that we have on the one 
side criticisms of our service and yet, when we stand ready to materially improve 
that service and modernize it—which we had intended by co-ordination with the. 
dieselization of all our operations in P.E.I—we have been prevented from carry-— 
ing out our plans. The dieselization plan which we put in P.ELI. is a model plan, 
and it was predicated on our co-ordinating it with collateral bus and truck 
service. Your province is not getting the benefit of the improvements we have | 
had in mind for your service by reason of the fact that we are not getting these 
franchises, 

Mr. McLure: If you had asked for a franchise from Charlottetown on the 
Murray Harbour line alone I do not believe you would have had a refusal on 
that. It was understood that you wanted a franchise for the whole province? 

Mr. Gorpon: Not in my last letter. We want it for the whole province for the 
_ reasons I gave but on March 13, 1951, when the Hillsborough Bridge situation 
came to an issue by reason of the bridge being condemned I went back to 
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Premier J ones with the proposition that I read a moment ago—if we could get a 
specific franchise to carry it out. I have not received any answer but the province 
has filed an application before the Board of Transport Commissioners petitioning 
that the railway is not relieved from running the service over the bridge. What 
comes out of that depends on the public hearings to be held sometime in June 
in Charlottetown and which will deal with the whole subject of the Hillsborough 
Bridge. Whether we get an opportunity at that time to present our full dress 
plan for a bus and truck operation on the island I do not know. If we are not 
allowed that we will specifically press this more limited plan to which we have 
not had any response.’ 
_. Mr. McLure: There is an election down there and there may be a change 
In government. 

Mr. Gorpon: That sort of thing never occurred to me. 

Mr. McLure: I was just going to ask one more question on the building of 
a new bridge there. The underpinning, caissons, or whatever you call them are 
still in good repair? 

Mr. Gorpon: Yes. The piers? ie 

Mr. McLure: Yes. The cost of that bridge originally was $1,300,000, I 
suppose? } : | 

Mr. Gorpon: The cost was $1,538,813. 

Mr. McLure: Say $14 million, and today I suppose you could not put the 
top on for that much? 

Hon. Mr. Cuevrizr: Let alone the bottom? 

__ Mr. Gorpon: That is quite true, but by the same token today the cost of 
sinking those piers would also ‘be a very substantial item. You would not have 
to put in new piers. 

Mr. McLure: No— 
Mr. Gorpon: And that is a donation made by the Canadian National 
Railway with the authority of the federal government as a contribution to the 


~ cost of that bridge, and it is a very substantial part of the cost. I am just 


making a wild guess but it would be on the order of 50 per cent of the cost. 

The CHatrMAN: Mr. Gillis? 

Mr. Gituis: On this matter of new construction, in answer to a question 
from myself when we were here last year, Mr. Gordon, you stated that if and 
when the Minister of Transport had the approaches to that bridge at the Strait 
of Canso laid out your organization was prepared to go ahead with the shifting 
of the terminals and other related work. Is that still the position? 

Mr. Gorpon: We are ready to go ahead as soon as we know what is ready 
to be done. | 

Mr. Gituis: The minister at least expects in July to have the approaches 
ready. 

The CuHatrman: I do not want to ask the committee but I am going to 
make a suggestion which I hope you will agree with. We have now covered 
the narrative part of this report quite fully. May I mark the rest of it “carried”, 
and turn to the accompanying letters? 

Mr. Futron: Far from it. My questions are related to specific parts of 
the report. I do not propose to engage in general discussion until we get back 
to the letter. 

The CHarrMAN: Would it not be covered by the letter? 

Mr. Futton: No. 

Mr. Fraspr: Does the revenue from the International Aviation Building 
carry the charges on the building? 
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Mr. Gorpon: Yes, we have the figures on that and I think it does. The 
revenue from the building is more than sufficient to cover all of the proper 
charges including the interest on the land; 5 per cent sinking fund charge to 
amortize the cost of the building in 31 years with interest at 3 per cent; all 
taxes; maintenance and operation. All those proper charges have been made 
against the revenue and the net result is after covering those charges we made 
a profit last year of $22,000. We still have some space not rented. The figures 
I gave you are based on the assumption that the space is all rented but there is 
about $25,000 of space not rented. At the moment we are just about breaking 
even. When we rent the space we have available that will be pretty much 
profit. 

Mr. Fraser: Have you any calls for it? 

Mr. Gorpon: Yes. We do not expect very much difficulty in renting the 
whole thing. 

The Cuarrman: Shall “new construction” carry? 

Carried. 


Motive power? 
Carried. 


Passenger equipment? 
| Mr. Carter: Is it permissible to inquire about steamship passenger 
companies? 

The Cuairman: I think it would be much better to discuss that on the 
accompanying letter. : 

Mr, Carrer: I refer to coastal steamships of Newfoundland. As long as 
you specify a paragraph I am content. 

The Cuairman: We will note that for you. I will give you a firm under- 
taking that you will have the right to discuss this under a budget item. 

Mr. McLure: There was nothing said about the new hotel and office build- 


ing under construction. Probably there will be an opportunity for that when 


we come to hotels. . 
Mr. Gorpon: I think it is under the heading of hotels. 
Mr. McLure: It says on page 11—“will include an hotel and office building.” 
Mr. Gorpon: On page 18 there is a heading dealing with hotels but if you 


are referring specifically to the Montreal situation it is covered in the letter — 


of transmittal, 
The CHamrMAN: You are ahead of me. I am only at page 13—passenger 
equipment is carried, is it? 


Mr. Ginuis: On this motive power I would like to ask this question, You 
have a program of dieselization east of Montreal on the freight runs, have 
you not? 


Mr. Gorpon: Yes. 


Mr. Giutiis: Would you give me an idea of how many you expect to put on 


there? 


Mr. Gorpon: We have been studying our whole dieselization program. There 
has been a very intensive study and it is not yet finished. I presume you are 
speaking in your question of the fast freight run between Montreal and Hali- 
fax. There are ten 3,200 horsepower locomotives nearing completion that. will 
be assigned to that run. Five locomotives should be running on the first 
of May; the other five when delivered. 


Mr. Giiuis: Is it intended that they go east to points other than Halifax? 


Mr. Gorpon: My record is just Montreal to Halifax. 
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Mr. Macponatp: Where in this transmittal letter can we talk about coal 
as it relates to motive power? ; 

The CuarrMan: I would rather that Mr. Gillis finish his question. 

Mr. Gruuis: It is all right. 

The CuHairMaNn: Are you satisfied? 

Mr. Guus: I am not satisfied but that is what I wanted to know. 

Mr. Macponatp: Will we be given an opportunity to ask questions about 
the use of Alberta coal? It could be discussed when discussing motive power 
or when discussing the transmittal letter. i 

The CuarrmMan: I think this is a good place. 

Mr. Macponatp: It is reported to me that the railways are adopting a 
rather strange arrangement with the mines in Alberta and that they are only 
eiving them about three weeks’ orders in advance. The mines are quite con- 
cerned about that; they are quite concerned about furnishing a lot more coal 
to the C.N.R., I was wondering if the C.N.R. had any economic limits over © 
which they cannot use it. It is my understanding that the C.P.R. is purchasing 
Alberta coal and using it to the head of the lakes. My report does not indicate 
that is the policy of the C.N.R. : 

Mr. Gorpvon: I do not understand your reference to three weeks’ supply. 

Mr. Macponatp: I understand that you are only ordering from those 
mines three weeks in advance, instead of having some policy of several months’ 
supply and giving them an opportunity to gear their operation accordingly. 

Mr. Gorpon: I have not heard of it. I doubt if it is true and I will get 
specific information for tomorrow. We do use Alberta coal as far east as we 
figure it is economical with reference to the break-off with American coal com- 
petition. We are, generally, in the same area on break-off as the C.P.R., subject 
to the location of our lines. ; 


Mr. Macvonatp: I understand that the C.P.R. has been purchasing coal in 
Alberta and using it to the head of the lakes. It does not appear to be the policy 
of the C.N.R. to do that. 

Mr. Gorpon: We have been purchasing Alberta coal to the full extent we 
can get it up to where the economic limit is in respect of American coal competi- 
tion. The break-off point is not necessarily the same because the C.P.R. have 
coal mines on their lines which we have not. They have more coal mines located 
on their lines and it enables them to take more Alberta coal, relatively, than 
we do. 

There is no program in respect of the Canadian National management which 
is antagonistic to Alberta coal. We want all the Alberta coal we can use within 
the economic limits. 

Mr. Macponatp: You are not necessarily antagonistic to Alberta coal but 
at the same time it is not being used. I would like to draw your attention to the. 
coal producers’ claim that they actually provide coal to the C.P.R. and they « 
would like to see you use it within the same economic limits—in relation to the 
use of coal existing with the C.P.R. 

Mr. Gorpon: We have given them that assurance already. I just do not 
follow your suggestion that there is a limitation of three weeks. 

Mr. Macpvonatp: Possibly, Mr. Chairman, I could refresh my memory 
from some information I have and then bring this question up again. 

The CHAIRMAN: Very, well. 

In regard to our meeting tomorrow I should say that another committee 
has priority on this room. Notices have been sent out and have appeared in 


Votes and Proceedings. We have been able to obtain Senate Committee Room 
368 and we shall adjourn now to meet at 11 o’clock tomorrow 1n that room. 
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REPORT TO HOUSE 


Wepnespay, April 18, 1951. 


The Sessional Committee on Railways and Shipping, Owned, Operated and 
Controlled by the Government, begs leave to present its 


SECOND REPORT 


Your Committee has considered the following items of the Estimates for 
the year ending March 31, 1952, referred to it on April 11, 1951, and recom- 
mends their approval, namely: 


Vote 493—Prince Edward Island Car Ferry and Terminals—Deficit. 


Vote 495—Canadian National (West Indies) Steamships Limited— 
Deficit. 


Vote 501—Maritime Freight Rates Act—payment of 20 per cent 
reduction in tariff of tolls to Canadian National Railways 
and other Railways operating in territory fixed by the Act. 


All of which is respectfully submitted. 
HUGHES CLEAVER, 


Chairman. 
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MINUTES OF PROCEEDINGS 
| Tunspay, April 17, 1951. 


The Sessional Committee on Railways and Shipping, Owned, Operated and 
Controlled by the Government met at 11 0’clock this day. Mr. Hughes Cleaver, 
the Chairman, presided. — . ie 


Members present: Messrs. Benidickson, Bourget, Carter, Cavers, Cleaver, 

Fraser, Fulton, George, Gillis, Healy, Helme, James, Knight, Macdonald 

| Beery East), Macdonnell, McCulloch, McLure, Mott, Mutch, Pouliot, 
omas. 


In attendance: Hon. Lionel Chevrier, Minister of Transport; Messrs. 
Gordon, Gracey, Dingle, Cooper, May, McDonald and Lash, Canadian National 
Railways; Messrs. Lessard, Collins, Thornton, and Paradis, Department of 
Transport. Wen 


; The Committee continued its examination of Mr. Gordon on the Canadian 
National Railways Annual Report and the letter of transmittal thereof... 


_ A schedule relating to block signalling (Kamloops division) was ordered 
printed as an appendix (see this day’s evidence). ; 


On motion of Mr. Fraser: 
Resolved,—That the Committee meet this evening at 8 o’clock. 


At 1.05 p.m. the Committee adjourned until 4 o’clock this day. 


AFTERNOON 


The Committee resumed at 4 o’clock. Mr. Hughes Cleaver, the Chairman, 
presided. 


Members present: Messrs. Benidickson, Bourget, Carter, Cavers, Cleaver, 
Fraser, Fulton, George, Gillis, Healy, James, Knight, Macdonald (Edmonton 
East), Macdonnell, McCulloch, MeLure, Mott, Mutch, Pouliot, Thomas. 


In attendance: Same as listed in the marning. 


Mr. Gordon’s examination of his letter of transmittal was concluded. He 
was assisted by Messrs. Cooper and Dingle. 


A table respecting the reconstructed results of operation (1950) was ordered 
incorporated. ; 


The Chairman tabled a letter from Mr. Paul-L. Dubé, (Restigouche- 
Madawaska). It was agreed to hear his representations following the discus- 
sion on employees’ pension plan. 


Referring to the pension plan, the witness read a joint letter from A. A. 
Hutchinson, Chairman, General Chairman’s Association, Canadian National 
Railways, to Messrs. Diefenbaker and Knowles, copies of which were sent to 
himself and to the Minister of Transport. 
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Mr. Pouliot thereupon tabled a petition and a copy thereof in respect to 
the superannuation of former employees of Canadian National Railways. 


By leave of the Committee, Mr. Dubé was heard. 
A brief discussion took place on procedure. 


Fuel, rail and highway traffic, and signalling equipment were discussed at 
some length. 

The Committee concluded its examination of the witness on the pensions 
plan. 


At 6 o’clock, the Committee adjourned until 8 o’clock this evening. 


EVENING 


The Committee resumed at 8 o’clock. Mr. Hughes Cleaver, the Chairman, 
presided. | 


Members present: Messrs. Benidickson, Bourget, Carter, Cavers, Cleaver, 
Fraser, Fulton, George, Gillis, Healy, James, Knight, Macdonald (Edmonton 
East), Macdonnell, McCulloch, McLure, Mott, Mutch, Pouliot, Thomas. 


. 


In attendance: Same. 


Bupcet (1951), CANADIAN NatTIonaL RAILWAYS 


Mr. Gordon was called and questioned on the Budget (1951) of the 
Canadian National Railways. He was aided by Messrs. Dingle and May. 


On motion of Mr. McCulloch, 


Resolved—That the Canadian National Railways Annual Report (1950) 
and the Budget thereof (1951) be approved. 


On motion of Mr. McCulloch, 


Resolved,—That the Budget (1951), Canadian National (West Indies) 
Steamships Limited be approved. 


Mr. Gordon gave answers to questions previously asked. 


SECURITIES TRUST 


On motion of Mr. McCulloch, 


®Resolved,—That the Canadian National Railways Securities Trust (1950) 
be adopted. 


Avupritors’ Rreporr To PARLIAMENT 


Mr. F. P. Turville of Georges A. Touche & Co., was called and briefly 
examined. 


On motion of Mr. Fulton, 


Resolved,—That the Auditors’ Report to Parliament (1950) of the Canadian 
National Railways System and Canadian National (West Indies) Steamships 
Limited be taken as read and adopted. 


— re 
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Re Estimate REFERRED 


On motion of Mr. McLure, 3 

Resolved,—That Item 493—Prince Edward Island Ferry and Terminals— 
deficit, be approved. 

On motion of Mr. McCulloch, Item 495—Canadian National (West Indies) 
Steamships Limited—deficit, was approved on division. 

On motion of Mr. McCulloch, 

Resolved,—That Item 501—Maritime Freight Rates Act—payment of 20. 
per cent reduction, etc., be adopted. 

Ordered,—That the Chairman report accordingly. 

Messrs. Gordon, Gracey, Dingle and Turville were retired. 

The Chairman expressed the Committee’s appreciation to Mr. Gordon. Mr. 
Gordon voiced his determination to discharge his responsibilities to the best: 
interests of Canada’s railway systems. 


- Before adjournment, Mr. McLure expressed the hope that the Committee be 


given an opportunity to meet in Montreal next year. 


At 10.10, the Committee adjourned at the call of the Chair. 


ANTONIO PLOUFFE, 
Clerk of the Committee. 


EVIDENCE 


Hovsr oF COMMONS, 
Aprit 17, 1951. 


The Sessional Committee on Railways and Shipping met this day at 11.00 
a.m. | 


The CuarrMAn: Gentlemen, we have a quorum. Are there any further 
questions on motive power? If not, I shall declare the item carried. 

Mr. Macponatp: Yesterday, Mr. Chairman, a question came up about 
coal. I accept Mr. Gordon’s answer with regard to the three weeks. I obtained 
that information from a private source and until I have it confirmed I would 
not like to pursue it. .But with regard to the economic limits of using coal from 
the Alberta coal fields, it has been brought to my attention that the Canadian 
Pacific use more coal coming from Alberta than do the Canadian National. So 
I was wondering if Mr. Gordon could advise us this morning as to what he, and 
his management, consider to be the economic limits of using Alberta coal on 
the system east from the Alberta coal fields. 

Mr. Gorpon: I think I said yesterday, Mr. Chairman, that our position is 
not exactly comparable to that of the Canadian Pacific. 

The economic area is based in part on the subventions which are applicable 
to certain of these coals. Probably you are familiar with them. They take into © 
account the difference in efficiency of coal and so forth. 

Our general break-off point is the Manitoba-Saskatchewan boundary, in 


respect to competitive coals that meet us at that point and which we can buy 


cheaper, all things considered. But we make full allowance and we credit the 
Alberta coal, so to speak, with the allowance of the subsidy, and also we take | 
into account the difference in efficiency which varies considerably with different 
types of coal. | 

Our general economic break-off point is the Manitoba-Saskatchewan border. 
It has never been our practice to have contracts with the Alberta coal mines 
because they have not wanted them. Over the last ten years they did not want 
such contracts because, without them, they could sell their coal to anybody, a 
thing which they could not do if they were tied down by contracts to the 
Canadian National. So they have been selling us coal on the basis that they 
could not sell it better to somebody else. : 

I have talked with Montreal on the telephone about it. The situation varies 
in respect to each mine, and we are just taking coal as we can buy it. But if any 
mine in western Canada wants to talk to us in terms of an annual contract, we 
would be glad to talk to them. Does that answer your point? 

Mr. Macponaup: Thank you very much. 

Mr. THomas: Did you say that Manitoba-Saskatchewan border or Mani- 
toba-Ontario border was the breaking point? 

Mr. Gorpon: I said the Manitoba-Saskatchewan border. 

Mr. Tuomas: I think I asked a question about the Manitoba-Ontario 
border. 

Mr. Gorpon: There is a qualification which perhaps I should try to explain 
although I greatly fear it will only confuse you. But I will do the best I can. 
Under certain conditions of subvention we could bring coal as far east as the 
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Manitoba-Ontario boundary, but under the regulations of the Dominion Coal 
Board, the subvention does not become applicable on the basis that we want it 
to become applicable, having regard to the relative efficiency of coal. 

As I have said, I fear that I am confusing you. But the practical result 
is that there is a difference of opinion as to how the subsidy becomes applicable. 
The Canadian National break-off point is the Manitoba-Saskatchewan border. 
But if we could get a different interpretation of the application of the subsidy, 
and if we could have our point of view accepted as to the relative efficiency of 
the coal, then that subsidy, if made applicable to our formula, could bring 
Alberta coal as far east as the Manitoba-Ontario border. The subvention itself 
can be applied to coal brought as far east as the Manitoba-Ontario border. 

Mr. Macponnetu: Who is it that has the say, or thinks that your point of 
view is unreasonable? 

Mr. Gorpon: I would not suggest, Mr. Chairman, that because my point 
of view is not adopted that the opposing view is therefore automatically an 
unreasonable one. But there is a difference between the Dominion Coal Board 
and ourselves with respect to this question of coal subvention. 

Mr. MacponneLtu: Who is going to win? | 

Mr. Gorpon: The fellow with the purse strings always wins. The Dominion 
Coal Board in this case holds the purse strings. ; 

Mr. Tuomas: What is the relative efficiency of Brazeau or Nordic 
briquettes when compared with fuel oil? 

Mr. Gorpon: There is a figure for that. I do not know if I can give it to 
you right off hand but I could get it for you. We have got a figure which 
analyses the relative efficiency of all coal, with the relative efficiency of par- 
ticular types of oil. It is a technical matter and if you would let me have your 
question specifically, I would be glad to get it answered for you. 

The Brazeau coal at the moment is out of business because of the disaster 
which they had there. They do not expect to be back in business until July 
or August, if my memory serves me correctly. Brazeau is a mine with which 
we can make quite satisfactory arrangements. Let me check on that. | 

Brazeau is a mine from which we have had coal consistently, as you 
know. Right now it is out of business because of the fire. But they will be 
back in business in July or August and when they start producing again, we 
will approach them on the question of their coal. You want to know the rela- 
tive efficiency of Brazeau coal as a fuel compared with oil? 

Mr. THomas: Yes. 


Mr. Gorpon: That will require an analysis in terms of BTU’s, in terms of 
the quality of the coal, and we will get that for you. 

Mr. Macponneu: At first I got the impression that this question which is 
before the Dominion Coal Board was still under consideration; but later on I 
got the impression from Mr. Gordon that it was not under consideration. 

Mr. Gorpon: It is not under consideration currently for the reason that the 
Dominion Coal Board have given their ruling that they will not apply a sub- 
sidy on the basis which we think ought to be made applicable in terms of the 
quality and the definition of coal. I want to be fair in this respect. After all, 
it is a matter for their judgment. They did not agree with our representations. 
That is the point. 

Mr. Giuuis: I would like to ask Mr. Gordon if he could tell us, in placing 
those ten diesel engines on the run between Halifax and Montreal, to what 
extent they will have replaced coal on those runs? 


Mr. Gorpon: Coal will be replaced on those particular engines but at the 
present time it will not reduce the quantity of coal we will take from eastern 
Canada. In other words our deficiency is still sufficient that we can buy all the 
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coal that is offering within the economic limits I described last year. And we 
are still in that position. We cannot get enough coal out of eastern Canada; 
in other words, we could buy more coal if it were available. 

Mr. Fraser: What about the 47 conversions from steam to oil? Would 
they not make quite a difference in the western regions? 

Mr. Gorpon: That is right. Those oil conversions have brought about 
a reduction in the amount of coal that we would otherwise want to get from 
the Alberta mines. 

Mr. Fraser: That will save you in operating costs, will it not? 

Mr. Gorpon: Oh very definitely, yes. 7 

The CHarrRMAN: “Passenger equipment”. 

Mr. Knicur: With respect to motive power, might I ask if that heavy type 
of oil in the Lloydminster field is suitable for use in locomotives? 

Mr. Gorvon: Bunker C oil is used in our oil burning locomotives; but diesel 
oil is used in our diesel operations. In western Canada our operations are 
almost entirely oil burning. In fact, west of Edmonton we operate entirely with © 
a converted type of oil burning locomotive in which we use bunker C oil. I 
might say that we are concerned about the supply of bunker C oil and we 
would like to see a very much’ greater development at the Lloydminster field. 

The Cuarrman: “Passenger equipment.” 

Mr. McLwvre: In connection with dieselization of the Prince Edward Island 
railway, were there many employees who lost their jobs on that account, or 
were they taken care of in some other capacity? 

Mr. Gorpon: We have not got the exact figures available, but Mr. Dingle 
tells me that by. and large the men were taken care of in other capacities. 

Mr. McLure: There was very little snow down there last year. The theory 
was that diesels might not do as good work in heavy snow storms? Is there any 
experience in that connection with diesel engines working in snow? 

Mr. Dinaue: We have had no difficulty. 

Mr. Gorpon: You are saying that if there had been heavy snow, would we 
have expected trouble from diesel operations? 

Mr. Dincux: No, we would not expect trouble, unless there were extremely 
unusual conditions. . 

Mr. Gorvon: And not any more trouble than you would expect with steam 
locomotives. 

Mr. DincuE: That has been our experience with diesels. 

Mr. McLure: What is the horse power of those engines? 

Mr. Dineie: 600 horse power. 

Mr. McLure: Generally speaking, they are giving good satisfaction? 

Mr. Dincte: Yes, sir. 

The CHairMAN: “Passenger equipment”. 

Mr. Fraser: On the subject of equipment, I notice under equipment orders 
and deliveries there are eight different kinds of equipment that are going to 
Newfoundland. What is the total outlay for Newfoundland this year? 

Mr. Gorpon: Are you referring to 1950? 

Mr. Fraser: 1950, yes. Deliveries of new equipment during 1950; and I 
notice a note at the bottom of the page as follows: 

“Some of this equipment will not be delivered until 1952.” 

Mr. Gorvon: The table you are looking at refers to orders. Now you will 
see the following paragraph in the middle of the page: 
| “Orders outstanding at the end of the year covered the following equipment. 

Except where otherwise noted, deliveries are expected in 1951.” 
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Where you have a star there, you will see that that equipment is not expected 
until 1952, although it has been ordered and placed on order. 

We are particularly uncertain this year about deliveries. We have had 
our orders specified for a considerable time, but the dates for delivery have been 
postponed again and again so we are in a condition of considerable uncertainty 
as to when this equipment we refer to here will actually be delivered. 

Mr. Fraser: You do not know what the value will be? 

Mr. Gorpon: Yes, I could tell you. Are you referring to these particular 
things here? : | 

Mr. Fraser: Yes. 

Mr. Gorpon: I will run my eyes down the list. 

Mr. Fraser: You have got it for freight car equipment. You have got 30. 

Mr. Gorpon: There are 25, 30-ton automobile cars for Newfoundland, and 
they are estimated to cost $149,850. ; 

There are 60 30-ton box cars for Newfoundland which are estimated to 
cost $330,480. | 

The next item is for baggage cars for Newfoundland which will cost us 
$152,280. 

Then we have got 40 30-ton box cars for Newfoundland which are not con- 
firmed, but we believe they will run at the same price. I have not got that total 
here. What are they running at, about $6,000? They run roughly about $6,000 
a piece. . | 

Mr. Fraser: Where are they made? | 

Mr. Gorpon: In Canada. The order is actually placed with Eastern Car, 
is it not; and that is $240,000 for those 40 30-ton box cars. I am giving you these 
as estimates because they are not actually confirmed yet. 

. Now, there will be six sleeping cars for Newfoundland. 

Mr. Fraser: Are those steel? 

Mr. Gorvon: They would be steel, yes. 

Mr. Fraser: Are those all single or standard gauge? 


Mr. Gorpon: Those would be narrow gauge, specially built for Newfound- 
land. Just at the moment I have not got that figure here. Six sleeping cars 
for Newfoundland are estimated to cost us $518,400. 

Then there are three mail cars for Newfoundland which are estimated to cost 
us $167,670. 

Mr. Fraser: And will they be steel too? 

Mr. Gorpvon: Yes, they will be steel. 

Then there are ten express refrigerators, which will cost us $172,800. 

There are 20 30-ton air dump cars, which will be roughly $95,000. 

Mr. Fraspr: Then you have an eight-wheeled diesel wrecking crane. 


Mr. Gorpon: I cannot give you that because the order has not been placed, 
and we have not got estimates on it. Could you give us a guess on that, Mr. 
Dingle? I would rather not guess myself because I think it might give away our 
idea of price to the manufacturers. 


Mr. Fraser: Does it cost more for the narrow gauge than for the standard, 
on account of the difference? | 

Mr. Gorpon: Yes, it costs more because it is a special item; it is not built to 
standard specifications, so it costs more. But it is hard to say what. 

Mr. Fuuron: You said that the 40 30-ton box cars were estimated to cost 
$240,000. That brings it out to $6,000 a piece. Would you check that? 


Mr. Gorpon: You are right. I took the figure for automobile cars at $6,000. 
I think I can give you that specifically now. 
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Mr. Fraser: You gave us a figure for the 60 30-ton box cars I think in the 
first item. 

‘Mr. Gorpon: That is right; 30 box cars for Newfoundland. 

Mr. Fraser: Will cost $330,380, I believe it was. 

Mr. Gorpon: No. 

Mr. Futron: You gave us $240,000. 

Mr. Fraser: But that was for the 60 cars, I think. 

Mr. Gorpon: Anyway, the box cars for Newfoundland are estimated to 


cost $5,000 apiece. 


Mr. Fuuton: Well that is considerably less than I would have thought. 
Are they steel? 

Mr. Gorpon: Yes, they are steel. 

Mr. Futron: You must have a good buying department to get them for 
you at that low price. 

The CuHarrmMan: “Signalling equipment.” 

Mr. Fuiron: On this item, Mr. Chairman— . 

Mr. Gorvon: I think you are right, Mr. Fulton, that looks very low to me. 
I shall just check it again. Yes, that $300,000 was an estimated figure. The 
actual figure is $343,620 for 60 cars. That would make it about $5,700 apiece. 

Mr. Fuuron: I still say you must have a good buying department. 

Mr. Gorpon: That is quite a substantial increase over what we have been 
paying. The actual 40 comes to a total of $224,280. 

The CHairmMan: “Signalling equipment.” 

Mr. Fuutron: I would like to ask a question, Mr. Chairman, in regard 
both to the installation of signalling equipment and to centralized traffic control, 
and the possibilities in the mountain region. I would like to emphasize it 
particularly and I would refer again to the accident which has been mentioned 
which occurred on November 21 of last year, and at least to two other derail- 
ments involving only an engine and a couple of box cars in the way of equip- 
ment but unfortunately involving loss of life—I mean the loss of life to the 
engine crew. 

I would like to follow up the discussion we have had in the past with 
respect to slide detector fences and block signal systems. I asked a question 
about this in the House the other day and it was noted on April 4 as follows: 

What progress has been made in the last twelve months in the 
installation of slide detector fences, block signal systems, and other 
safety warning devices on the main line of the Canadian National Rail- 
ways between Red Cross Junction and Boston Bar? 

And the answer given by the parliamentary assistant was as follows: 

An experimental section of slide detector fence was placed in service 
on October 14, 1949, between mileage 93-7 tnd 94-0 on the Ashcroft 
subdivision. No further installations of slide detector fence have been 
placed in service beyond the experimental section. 

The Canadian National has underway a well-defined program for 
the installation of automatic block signals for the entire distance from 
Jasper, Alta., to Port Mann, B.C. 

I wonder if Mr. Gordon could amplify that statement and tell’ me whether 
he intends to instal further slide detector fences, and would he outline the 
program he has for block signals? 

Mr. Gorvon: Yes. Let me give it to you this way and you can check 
back if I have not answered your question. 
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The company has a. program covering the period from 1948 to 1957 for 
the installation of automatic block signals from Jasper, Alta. to Port Mann, B.C., 
and the estimated cost of it is $47 millions. That cost, incidentally, may be con- 
sidered higher now, but that was the estimate at the time we originated the 
program. 
The program in 1952 has covered only about 25 miles and the reason 
it is so small is that it has been necessary to complete other essential signal 
installations in the western region and also because the available supply of 
signal personnel and materials is very limited for these very technical 
installations. 
It might be.of interest to interject by way of explanation that it has been 
reported to me that there are 21 snow and rock sheds all of which are on the 
Kamloops subdivision. 
Projects for the purpose of increasing the safety of operations between 
Jasper and Vancouver, including snow and rock detectors were authorized 
to be undertaken in 1950 to the total amount of $2,604,000, and in 1951 to the 
amount of $577,000, making a total of $3,180,000. 
That represents the authority that was given to the operating department 
to make these installations. Some of them represent an overlap from the 
authority that was originated in 1949. I would inform the committee that our 
progress in that respect has been very slow and that of the total of that program, 
roughly about $490,000 has been completed. The reason for the slow progress 
has been largely due to our difficulty in getting materials and also in engaging ~ 
a sufficient supply of technical and skilled personnel. 
, The Board of Transport Commissioners in their recent inquiry stated 

that the program laid out by the Canadian National for improving protection 
in 1951 for the Mountain Territory is adequate and all that can be expected 
for the current year having regard to the situation in respect to labour and 
supplies. 

We are making a careful study of conditions throughout the mountains, 
and our program definitely includes as fast as we can the development of 
additional sheds and the provision of all reasonable protection that we can 
devise. 

Turning specifically to your question concerning slide detector fences, I 
think it would be well at this time to give you a short description of what a 
slide detector fence is. 

A slide detector fence is worked in connection with automatic block 
signals. It consists of an ordinary woven wire fence, made up into sections 
approximately fifty feet in length, and may be of any desired height. This 
fence is suspended on a messenger wire between posts at each end of the 
section. Coil springs are attached from the fence to the post, together with an 
electric circuit-breaker. The control circuits of the signals in each direction 
are taken through these circuit controllers and, when a slide occurs and strikes 
the fence, the circuit controllers are activated by the pressure of the slide and 
this in turn opens the circuit that controls the signals. The signals are usually 
located, in both directions, braking-distance from each end of the slide- 
detector fence. 

An experimental section of slide-detector fence placed in service on October 
14. 1949, is located between mileages 93-7 and 94:0, Ashcroft subdivision. 
Between November. 1949, and December, 1950. the signal went to STOP 180 
times. Of the 180 times that signal was activated on only three occasions when 
there was rock on the track to a point that was dangerous. As the result of 
the fences being activated by relatively small and inconsequential slides, the 
number of days the fence was out of service was 143. 

The vast majority of these STOP indications were caused by small rocks 
striking the fence and landing in the ditch clear of the tracks. These wide 
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ditches are provided wherever possible as a safety measure. From October 14, 
1949, to December 31, 1950, it has been impossible to keep this fence in service 
for more than 65 per cent of the time because of slides and snow. Our officers 
are of the opinion that unless fences provide continuous protection they are 
of little value. Under conditions found in mountain territory on our lines, 
protection afforded by patrolmen and automatic block signals is regarded as 
definitely superior. 

There can be no doubt that construction of permanent rock and snow 
sheds is the only real solution at points where rock and snow slides are of 
frequent occurrence. However, do to magnitude of such a program, progress 
must, of necessity, be slow. 

As I said before, the Board of Transport Commissioners in the special 
inquiry expressed the view that our program is all that could be expected 
for the current year. 

Dealing with the experiment, it is the opinion of our officers, who have 
been instructed by me to undertake detailed examination arising not only out 
of our requirements but having in mind your question, Mr. Fulton, that the 
experiment is wholly unsatisfactory at the present location and they propose 
to remove it and erect it in shorter sections at dangerous points, such as 
approaching tunnels, when automatic block signals have been installed. It has 
been found that, with a long stretch of fence, it was practically impossible to 
maintain it during the winter months on account of heavy snow, as the fence 
has been covered up entirely. Erection of additional long stretchés of fences 
at this time would result in further delaying our program for block signal 
installations, signal forces would have to be transferred to fence installations, 
and run contrary to directions contained in the judgment of the Board dated 
January 18, 1951, in connection with the Canoe River inquiry to which you 
have referred. 

In June of 1950 we installed another experimental section on the Yale 
subdivision. It is in operation although I have no report on it at the present 
time. Our considered opinion is we would be far better advised to concentrate 
on getting automatic block signals installed as fast as we can: because we are 
convinced that is a much superior method of protection than the one afforded 
by the slide detector fences. : 

When you have a situation that a signal is put into the position of STOP 
and a large percentage of the time the operating people, engineers, and firemen, 
find there was no need for a stop signal, then there is great danger they will 
ignore it. As I said, out of the 180 times the signal signalled danger there was 
no danger. On only three occasions did danger exist. Our feeling is that it is 
a much better operation for us to intensify our patrolling of the line and provide 
our patrolmen in due course with proper instruments that will give signals in 
connection with the automatic block. Once we have the automatic block we 
can give them a shunter which enables them to cross two rails and place the 
signal at STOP. My feeling is if we find ourselves pushed in the direction of 
enlarging these slide detector fences delay will be experienced in the kind of 
protection which will be efficient in that territory. 

Mr. Futton: I appreciate your statement very much, Mr. Gordon, and 
I certainly would not lightly question the opinion of your officers, but I would 
like to ask you a further question. I think it may be necessary to gain further 
experience but I would like to say, for the benefit of this committee, that the 
matter is not of purely local imterest. There has been a number of fatal acci- 
dents not caused by slides of major proportions at all, but simply because 
through this territory in the spring and fall thawing and wetness cause two or 
three rocks to tumble down on the track—just sufficient to derail the engine and 
the first one or two boxcars. It is that type of thing that has resulted in a 
number of distressing fatalities—one alone would be distressing, but there have 
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been two or three fatalities. I have found the expression of opinion is contrary 
to what Mr. Gordon has said about the fact that there was danger only three 
out of 180 times when the signal went to STOP. Mr. Gordon said that on the 
principle of familiarity breeds contempt they would disregard it. They say 
that on the contrary they know it won’t be a dangerous condition each time the 
signal is alerted but the sense of security it gives them is one thing—and even 
accepting your argument that familiarity breeds a certain amount of contempt, 
nevertheless they would at least slow down so that if they found in fact it was — 
a dangerous obstacle they would be able to stop. They discount altogether the 
suggestion that they would sail blithely on ignoring the signal no matter how 
many times it would ibe alerted on false alarms. 

They say, and I want to say that it is not suggested there should be a con- 
tinuous stretch of fence in the whole mountain region but rather it is only at 
danger points that these fences should be installed. I admit patrolling is neces- 
sary and I think a necessary addition, but the patrol can go along and a couple 
of rocks can fall behind it and the man can be as alert as anyone and not hear it. 
A major slide would be heard ‘but these smaller ones would not be, and yet the 
rock might not be large enough to cross the tracks and affect your block system. I 
understand the slide detector fence would be sufficient to assess the danger 
whereas the block signal system would not be affected by these isolated rocks. 
I would therefore ask if you would reconsider this decision of abandoning the 
slide detector fence and reconsider the request to install them at proved danger 
points. That would not constitute a major obstacle in your whole block signal 
system program. | 

Mr. Gorpon: I wish to assure you that as far as the management of the 
railway is concerned we are Just as much concerned as anyone in the matter 
of avoiding accidents. . 

Mr: Futton: I accept that 100 per cent. 


Mr. Gorpon: I did not mean to make too much of the psychological sug- 
gestion that familiarity breeds contempt. Moreover, I think it was Mr. Winston 
Churchill who said that without some familiarity we would never breed anything. 

I would just question the sort of evidence that you are referring to in your 
talks with railway men. No railway man would ever admit that he would ever 
pass a danger signal any time. You talk to anyone; he would never admit that. 
The fact, however, is that these slide detector fences have been out of commis- 
sion 143 days for various reascns, including snow. Now it is a dangerous thing | 
to have a situation whereby a signal cannot be depended upon under given 
circumstances. How is the engineer of the locomotive on the particular piece 
of track to know that snow conditions may put the fence out of order? Once 
having passed over that sort of thing he might well say: “Oh, well, it must be 
snow again.” There is a big psychological factor. I am not going to accuse 
them of ignoring the signals but I say the weight of evidence is that it is pretty 
risky to depend on them in that frame of mind, : 

I do not want you to assume because we have this feeling about slide 
detector fences that we have not taken alternative measures. We have inten- 
sified what we think is a better system, that is actually patrolling the line. On 
these danger points our patrolling is done as intensely as possible and that sort 
of .protection, in our opinion, is superior to the slide detector fences. | 

We have installed another unit at Yale so we have not abandoned it 
completely. However, all our evidence is that we would do far better if we 
concentrated on a very limited amount of slide detector fence and get on with 
the much bigger expense and much bigger installation, giving much more pro- 
tection, as represented by the automatic block signals. We feel as a matter 
of Judgment that every day we lose in putting in what we regard as an ineffective 
signal system is Just too bad in relation to the bigger program. This installation 
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of signals is a very technical matter and requires highly skilled staffs as well 
as material which is difficult to get under present conditions. I just don’t hke 
the idea of taking either men or material away from the bigger program. 

Mr. Futton: I can fully appreciate that, Mr. Gordon, and perhaps we can 
leave it and let the point rest for the time being and, if experience indicates 
reconsideration is necessary I will say that I am confident you will give it that 
reconsideration. I take it that I have your assurance? 

Mr. Gorpon: Yes, that is so, and I would like you to believe this and 
suggest it to the members of your constituency to whom you talk. The use of: 
the slide detector fence may be demonstrated as a useful additional precaution 
after we put in the automatic block—as an additional protection. It may be 
found to be much more effective then, but we should not put the cart before the 
horse. We ought to get on with the major program first. If we find from 


additional experiment that there is an additional safety factor there we will 
have another look at it. 


Mr. Furron: Would you outline your program in a little more detailed 
way in connection with block signals? What subdivisions and mileages are 
you starting? 

Mr. Gorpon: I will read this schedule to you. 

The CHatrMan: Mr. Fulton, I notice you are not following— 


Mr. Fuuton: I am following—I have another report here which I am 


following at the moment but I would be content to have this information put 
on the record. 


(See appendix) 


The report of the Board of Transport Commissioners on their inquiry into 
the Canoe River wreck dealt with the question of block signals first and urged 
that they be installed throughout the mountain territory as rapidly as possible. 
You have placed on the record your program for that work. . It was also stated 
and I am reading from page 10 of the conclusions: 


The Board, together with its technical officers, will, not later than 
the 19th of March next, arrange a meeting with the appropriate officers of 
the two major railways and the Railroad Brotherhoods affected to discuss 
the possibility of achieving greater safety in train operations, particularly 


in relation to the matters above mentioned in paragiante numbered 1 to 
8 inclusive. 


Those paragraphs dealt with the matter of block signals. Can you tell us 
if the meeting was held and whether any specific recommendations have eee 
put forward, and what action if any, you have taken to meet them. 


Mr. Gorpon: The meeting was held. It was a general inquiry and the 
Canadian Pacific Railway and ourselves were present. The meeting was held 
on the basis of a general inquiry into accident precautions that might be intensi- 
fied on 'the whole of the operations of both railways. I have read the report but I 
am sorry I did not bring it with me. I do not know whether Mr. Dingle has a 
summary of the recommendations or not. 

Mr. Fuutron: I was particularly interested, Mr. Gordon, in a statement 
from you, if you are in a position to make one, of the action your company has 
taken to implement any recommendations which were arrived at for safety in 
the mountain areas. 


Mr. Gorpon: Well, I can only answer that in a general way and I am 
speaking from memory. This report I have before me “does not cover what | 
want. I can say, ina Pe cncon way, wherever there is a specific recommendation 


made that seems to make sense we will certainly implement it to the fullest 
extent that we can. 
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Mr. Fuuton: You do not have before you at the moment any series of 
recommendations arising out of that meeting? oe 
Mr. Gorpon: No, I have not got it at the moment. I have here a 
memorandum which dealt with the discussion of the various points but I have 
not the recommendations made. ; | 
Mr. Futron: Perhaps we can allow that to stand for the time being. 

Mr. Gorpvon: Mr. Dingle and I will talk about it during the lunch hour and 
see if we have anything specific on it. The meeting was comparatively recent 
and I cannot tell you whether anything is implemented; I can only tell you our 
plans. We made certain recommendations before the Board but what I am 
really looking for here is the end result. . 

Mr. Fuuron: One other question, which I think will be final on this part— 
your program of block signal system installation is actually being speeded up. 
Have you been able to speed it up as a result of the inquiry before the Board of 
Transport Commissioners and their recommendations? | 

Mr. Gorpon: I would say generally no, because we were pushing our pro- 
gram as fast as we were able to having regard to the materials, supplies, and 
manpower. This equipment is difficult to get. We have used every pressure we 
could and we have received every help we could from the departments of govern- 
ment. I cannot say it has been specifically speeded up as the result of the accident 
because we were going full pelt anyway. eee 

Mr. Fuuton: There is no help which this committee could give you by way 
of recommendations with regard to the allocation of materials and that sort of 
thing? 3 

Mr. Gorpon: I think this particular material is on as high priority as it can 
be and that every specific help has been given to us. 

Mr. Futron: Coming to that part of the report dealing with the centralized 
traffic control, on page 13, what centralized traffic control work through the 
mountains have you, or have you any program visualizing its ultimate 
installation? 

Mr. Gorpon: I will ask Mr. Dingle to answer. 

Mr. Dincie: We have none, but our present installations of block signals in 
the mountains are so set that should there be any need to convert to CTC we 
can do so, but at the present time the volume of traffic is not sufficient to call for 
centralized traffie control. } 

Mr. Gorpon: It is true that we can put block signals in faster and CTC 
would be much more comprehensive and take longer. The first step is block 
signal control arranged so that later we can convert to CTC if the volume of 
traffic justifies. 

Mr. MacponneELui: May I refer to a phrase in the last paragraph on page 
13. It says: “During 1950 work was begun on further extensions of centralized 
trafic control, a despatching system in which centrally controlled electric signals 
take the place of train orders or time table authority.” 

My question is: Are mechanical signals so absolutely dependable, so utterly 
free from failure, that you can entirely replace the human element, and I am not 
exaggerating the effect of that? For example, when I drive across a crossing 
with a wigwag on it, even though it is not working I look each way on the 
assumption that possibly the signal is not working. 

Mr. Gorpon: I can say that the centralized traffic control system is operated © 
from a central board. Some day I would like to show you the one in Montreal. 
It is an interesting and worthwhile visit. If the system went out of order it 
would be immediately seen on that board and we would reinstate train orders and 
time table authority at once. On that particular section if the signals went out 
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of order the despatcher would know at once and he would immediately reinstate 
train orders and time table authority at the time the automatic signal goes out 
of order. 

Mr. MacponneELuL: What happens to a train that is approaching a signal 
-out of order. 

Mr. Gorpvon: We can stop him running along. We still have signals that 
can be given to the train. 

Mr. Futron: I know there is a great deal of interest in this matter and I 
could point out two sentences from the findings of the Board. “A block signal 
system does not entirely eliminate the danger of accidents, for block signals 
conceivably could be disregarded by train crews, or in certain circumstances 
fail to operate effectively, but such a system throughout the mountain ranges 
would have provided an additional safety device of great value and efficiency 
and would probably have averted the accidents notwithstanding the conflicting 
train orders. The Board therefore recommends that the Canadian National 
Railway take necessary measures to install block signals in mountain territory 
and other dangerous parts of the C.N.R. system as speedily as possible. Other rail- 
ways under the jurisdiction of the Board should do likewise in their mountain 
and other dangerous territory.” 

You will remember there was a controversy in the press over conflicting 
orders and I thought it important to place that finding on the record. 

Mr. Gordon: I would like to say, dealing with that particular point, and 
also the point Mr. Macdonnell raises, that I do not suggest in any way that there 
is any form of signal device that eliminates manpower failure. Man failure 
can take place. It is significant that some of the worst wrecks on the North 
American continent, and in the United States, in particular have taken place in 
areas where centralized traffic control was in force. You just cannot eliminate 
the hazard that a man will go through red lights for some reason he never seems 
to be able to explain. 

One other thing and then I would like to drop the subject—I hasten to 
add “if I am so permitted”. I want to bring out the point that during the 
inquiry there was a good deal of talk about the use of radio. Evidence was 
given to the effect that radio, in its present stage of development, cannot be 
used reliably and consistently in mountainous country to control movements. 
This opinion has since been confirmed by experts of National Research Council 
and by the various manufacturers of radio equipment. The C.N.R. are keeping 
closely in touch with radio developments in the railroad field. 

I just want to put that on the record to show that we are not ignoring 
any modern developments. 

The CHatrMaAn: Shall maintenance of way carry? 

Mr. Carter: No. Mr. Gordon said, in reply to Mr. Fraser, that the narrow 
gauge equipment costs were higher than those for standard gauge. I wonder 
if that is also true of maintenance? 

Mr. Gorpon: No, it is not. Maintenance costs per mile are somewhat less 
than for the standard lines. 

Mr. Carter: That would even it off; that would balance it. 

Mr. Gorvon: If you want it I will give it to you, Mr. Carter. 

The Cuarrman: You and Mr. Fraser ought to get together, Mr. Carter. 


Mr. Gorpon: I will give you some figures that I hope will satisfy you. 
We estimate that the expenditure on Newfoundland district maintenance of 
way of equipment is somewhat lower, and our estimate is that the relevant 
cost in Newfoundland is at the rate of $8,635 per mile as compared with $9,732 
per mile. Having said that I want to point out that our expenditures in New- 
foundland as budgeted for 1951 at the rate of $3,325,945 would, if spending 
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were at the same rate for the rest of the system, have cost us $65 million more 
than we actually spent on the rest of the system. There is a very large increase 
in expenditure on the Newfoundland railway under the present day conditions. 

Mr. Carrer: I think the committee understood the purpose of the question 
was not my sensitivity about this extra burden business. I was just wondering 
if the cost of the equipment were higher than for replacement and, if the 
cost of maintenance also happens to be higher, surely’ that would be an argu- 
ment for putting in. standard gauge there, if only over a very long term 
program. 

Mr. Gorvon: I would hate even to guess at the cost of standard gauge in 
Newfoundland on the present road bed. You must remember that you are 
dealing fundamentally with a geographic factor. You have a railway there 
which has steeper grades, very much higher degrees of curvature; and to 
attempt to put a standard gauge on the present road bed would, I think, be 
foolish. So if we were talking about a standard gauge railway, my opinion would 
be that it would mean a new route altogether, because it would not be worth 
while spending an extraordinarily large sum otherwise. You are getting into a 
question of hundreds and hundreds and hundreds of millions of dollars when 
you talk about that. 

The CHatrMAN: “Maintenance of way equipment”. Shall the item carry? 

Mr. Povutior: Will you please tell the committee what you intend to do 
with regard to the maintenance of way on the Temiscouata Railway? 

Mr. Gorpon: We intend to keep it at the same general standard as the 
rest of the system. 

Mr. Pountor: The same as the other parts of the system? 

Mr, Gorpon: Our program there is to bring all parts of the railway up 
to the same general standard, having regard to traffic elements and so forth. 

Mr. Poutior: What are your estimates in that respect for the current year? 

Mr. Gorpon: Could we not leave that until we come to the budget? I think 

we could cover it then. 
Mr. Povutior: Very well. That is all right. Thank you. 
The CHairman: “Other research”. 
Carried. 


“Condition of property”. 
Carried. 


Mr. Fuuton: I would like to ask Mr. Gordon a question with regard to steel 
and wooden passenger cars. I do not want to be unfair so I shall not Say 
anything beyond the fact that there was a great deal of controversy and 
misunderstanding following the accident to which reference has already been 
made. But it does seem to be a fact that some of the coaches concerned were 
wood with steel under-frames. I base that statement on the findings of the 
board in their inquiry into the accident. ) | 

Mr. Gorpon: The coaches on that ill-fated train all. came under the ruling 
of the Board of Transport Commissioners and were regarded as steel coaches. 
Certain of them were, however, what we call steel sheeted coaches; but under - 
the ruling of the Board of Transport Commissioners they constituted steel 
coaches and they were permissible under the Board of ‘Transport Commissioners’ 
rule. | 

The reason some of those coaches were thought of as wooden is that they 
were originally wooden coaches covered with a frame of steel. So technically 
we were within the provisions of the board’s order. ° 

Mr. Furtron: They were steel coaches? 


s Sat RAILWAYS AND SHIPPING 97 


Mr. Gorpon: Yes, steel coaches. - 
Mr. Futton: Are you yourself satisfied with this type of coach, or are 


you trying to eliminate this type? | 


Mr. Gorpon: If we could eliminate them, we would be very glad indeed 


to do so. But again, it takes time to get coaches. You will find in our budget 


that there is provision for the purchase of a number of passenger coaches 
and as rapidly as we feel we can meet the demand of traffic, we plan to 
take the wooden coaches out of service. 

We have 518 wooden coaches in our present position, and our general pro- 
eram in dealing with system requirements is that we hope to replace these 
coaches at the rate of 57 new steel coaches annually. That is our present 
_ program. But that again is contingent and dependent on the matter of supply. 


Mr. Fuutron: Do you know whether, following upon this inquiry, it is 


contemplated that any change will be made i in the board’s order with regard to 
the type of wooden coach with steel sheeting to which you referred—to have 


them taken out of use? 

Mr. Gorpon: I have no information about that. I do not think that the 
board suggested that there be a change. Do you know anything about it, Mr. 
Dingle? | 
Mr. Dincue: It came to the attention of the board and consideration was 
given same. I can at this time put on the record what Mr. Fulton wants in 
regard to the result of the meeting in Ottawa and the recommendations. 


The CuHatrmMAN: Are they long? 
Mr. Dinetz: No, they are fairly short. 
Mr. Gorpon: I am sorry to interrupt, but there is some confusion here. 


As I pointed out before, the Canadian National made certain recommendations. 


That is not what Mr. Fulton is after. He wants to know what the board 
decided, what the end result was. 

Mr. Futtron: Yes. 

Mr. Gorpon: If you will leave it for the moment, we will work it out. I do 
not think it has been decided, really, and that 1s why I want to check it. Both 
railways made certain recommendations to the board. 

Mr. Fuuton: But reverting to the question of wooden coaches with steel 


construction, I take it that it is still permissible to include in a train a coach of 


that type, but not to place it between two steel coaches. 

Mr. Gorpon: It is permissible because of general order of the board No. 707, 
to include steel sheeted coaches. 

Mr. Dineuz: A steel under-framed coach with steel sheeting. 

- ‘Hon. Mr. Cuevrter: The board’s order included among other things that 


passenger trains shall be marshalled in such a way that no wooden coach 


carrying passengers is placed between cars of steel construction and that all 
wooden coaches are placed in the rear of the train; and also that coaches with 
steel under-frames shall not be deemed to be wooden cars or coaches within 
the meaning of the order. The board did not amend that order. And in its 
investigation into the Canoe River accident it went on to say that its technical 
officers are kept informed of the progress made in conversion to all-steel cars. 


Mr. Macponnetu: Are there any other questions with respect to the use 


of wooden coaches? 


Hon. Mr. Cuevreter: That is the last order made by the board and it was 


{ made following the accident just outside of Winnipeg, at Dugald. 


Mr. Pouutor: I must express the appreciation of the people to you, to Mr. 
- Dingle and the management for the considerable improvement in train equip- 
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ment which has been made between Montreal and Halifax. For many years” 
it was awful. But now it is just as good as anywhere else and you must be 
given special appreciation for it. 

Mr. Gorpon: Thank you, Mr. Pouliot. 

Mr. Pouttor: And to the Hon. Mr. Chevrier as well. 

The CuHatrmMan: “Condition of property”. 

Carried. 


Mr. Macponneuu: Would Mr. Gordon care to say a word with respect to. 
that paragraph and the words “reduced by at least 11 years’? 

Mr. Gorpon: That simply means that the equipment we refer to there is 
equipment which went through the war. Its service life was exhausted to that 
extent with the additional usage and pounding that it got through excessive use, 
so to speak, during the war years. Such excessive use reduced its ordinary 
service life to the extent, we think, of 11 years. 


The CuarrMan: It was accelerated to that extent? 
Mr. Gorpon: Accelerated, yes. 


Mr. Jamus: Is any research being done with regard to the use of materials 
other than steel for coaches? 

Mr. Gorpon: Yes. We are experimenting in connection with passenger 
coaches, but I believe that the all steel provision has become ingrained to the 
point where it would be very difficult to convince anybody that we could get 
out of it. But with regard to box cars, we are experimenting with composite 
materials, such as part wood and part aluminum, or part wood and part steel. 
It becomes a matter of determining how a composite car will stand up against 
stress and strain. 

You may have seen that in the United States they have developed box 
cars made of laminated wood, plywood. But we are still skeptical about that 
particular item. However, we have information regarding it. 

Mr. James: What brought up the question was the plastic and fibreglass 
demonstration at the hotel. It showed amazing strength and I wondered if 
there would be any possible application here. 

Mr. Gorpon: I do not know. I cannot answer you specifically. But I can 
say that our research laboratory which, by the way, is a very good research 
laboratory, in Montreal, is constantly testing materials. They have not brought 
it to our attention as yet. 


The CHAIRMAN: “Operating performance”. 


Mr. Fraser: This heading covers passenger service as well as other things. 

I have here an editorial from the Peterboro Examiner dated Saturday, 

November 4, 1950. The gist of it is that on account of the service between 

Toronto and Peterborough and other points railways there do not get the 

traffic that they should get because the trains are run at about the same time. 

It gives a list as follows: 

The second C.P.R. morning train to Toronto leaves at 7:10; the 

C.N.R. at 7:23. The C.P.R. 5:10 to Toronto is duplicated by the C.N.R. 

to Toronto via Lindsay, leaving at 5:30 p.m. The C.P.R. from Toronto 

going east for Ottawa and Montreal arrives a few minutes before noon; 

the C.N.R. from Toronto destined for Port Hope and a Montreal con- 

nection, arrives a few minutes after noon. The only C.P.R. Sunday train 

to Toronto leaves at 5:30 p.m.; the only C.N.R. to Toronto on Sunday 

leaves at 7:10. Thus the companies compound their lack of service by 
duplicating each other’s. . 


That has been felt for years, because the trains leave practically at the 
same time going east or west. 


P. 


Mr. Gorpon: Yes, I am very conscious of that. 


Mr. Fraser: Yes, and moreover Peterboro is a city now of roughly 37,000 
yet we have the same facilities in the way of a station and everything else that 
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we had fifty years ago. Of course, once in a while they put a little paint on it. 


Mr. Gorpon: This just raises the general question of schedules. It is a 


: case of a layman looking at those schedules, or seeing the trains going back and 
forth about the same time, and it seems to him that it is foolish. But when 


you get down to examine the train schedule, you get into a very complicated 


matter and the basic thing is, as I said yesterday, that trains have to run at 
times which will give reasonable service to intermediate communities as between 
two main points. 


It does not take very much thinking to realize that if one company finds 
that the appropriate time to service an intermediate point and make connections 


‘is roughly say 5:00 in the afternoon, it is not surprising that the other company 


will feel the same way, and you will find these schedules have got to fit into 
_ making connections as well as providing service to intermediate points. 


Your general statement, I think, applies all over the country. But our 


present situation is simply that we are obliged to divert to other and more 
urgent things the materials you mentioned rather than into the construction of 
stations. And I can hold out no hope for our reaching the conclusion that we 
-ghould recommend to this committee the erection of a great number of stations 


because there are other things which are very much more important under 


present conditions. 


Mr. Fraser: I am not so anxious about the station as I am about the 


change in time. You mentioned the difficulties: but you leave here at 11.00 at 
night for Peterboro and you get there at 5.35 in the morning; then you leave 
there at 1.38 in the morning and you get here at 7.00 in the morning. I think 


those are terrible hours. 

Mr. Gorpon: I have a very intensive examination of our schedules under 
way because it is perfectly obvious from the standpoint of railway management 
that if we could get more traffic by having additional schedules, we would do 
SOc y, 

Mr. Fraser: I personally think you would. 

Mr. Gorpon: We would do so. We would not hesitate at all. It is simply 


‘a matter of practical operation of the railway and I can assure you that as soon 


as we can satisfy ourselves that we can get more traffic or more service, at a 


point where people will get more railway minded, we will do so. 


Mr. Fraser: I know your city agent there is out after business all the, time 


and so is your telegraph man. | 


The CuarrMaAn: “Hotels.” 
Mr. Fuuron: The figures you give here are very interesting and they bring 


to mind a question which was discussed last year, and a question which was 
discussed frequently before. I would like to ask you whether in view of the 


amount of statistics which you now appear to have available as between certain 
parts of your freight operations and your passenger operations, whether you 


are getting to the point where you can give us a complete breakdown of your 


operating expenses occasioned by passenger service, and that part which 1s 
occasioned by freight service? 

- Mr. Gorpon: I have not been able really to get anything worth while on 
that because you strike a fundamental difficulty in that it 1s very difficult for the 
statisticians to apportion the overhead that really should be applicable to passen- — 
ger versus freight. 

We can get out statistics as to the actual costs of running a passenger train. 


We know that. It is relatively simple. But when you begin really to make an 
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authentic analysis of it, you must ask yourself all sorts of questions. We have 
situations for example where there is an exchange of freight. And the question 
arises: would we have a Canadian National line where it was, if there were 
not an exchange of freight? 

I would make a rough guess andi say that if we were Rodis freight only 
to the point in question, we could do it more cheaply than we can do it if we did 
not have to cater to passenger traffic. The kind of station we would build, for 
example, would be different, but nevertheless we do build stations which handle 
passengers as well as freight, so it is really difficult to get a proper break-down. 
We are having an analysis made but I am not too hopeful of giving you an 
all white or an all black figure. 

The Royal Commission dealt with this point and there is a short sentence 
here which I shall read from page 137 of the Report of the Royal Commission 
on Transportation as follows: 

The freight and passenger services are essential and if the passenger 
fares cannot be raised to produce sufficient revenues to enable the passen- 
ger traffic to pay its own way the freight traffic must bear the burden. 
The two services are so interrelated that segregation is not practical. 


That is their view after looking at the question. Personally I am still 
as interested as you are in the question and although I am pursuing it, I feel a 
bit frustrated about being able to give you an all white or an all ‘black figure 
on conclusion. 

Mr. Futron: But you are making progress? 

Mr. Gorpon: Oh, yes. I understand it better than I did last year. 

The CHatrMan: “Hotels.” 

Shall hotels carry? 

Mr. MacponneLu: Can Mr. Gordon say a word or two about the first 
paragraph at the top of page 19, particularly with regard to the special situation 
affecting the Hotel Vancouver and the Newfoundland hotel? 

Mr. Gorpon: I am sorry, but I did not hear your question. 

Mr. MacponneLtut: Would Mr. Gordon say a word or two about the first 
paragraph on page 19? ) 

Mr. Gorpon: Well, along what line? 


Mr. Macponneuu:. You speak about the general falling off in tourist and 
travel expenditures. I would like to hear you say a word or two about it. You 
say “excluding the Hotel Vancouver and the Newoundland hotel’. 

Mr. Gorpon: The Hotel Vancouver is excluded because it is a joimt opera- 
tion between ourselves and the C.P.R. The Hotel Vancouver is a separate 
company. And the reason why the Newfoundland hotel is excluded is that it 
was not operated for all of 1949 for one thing, and secondly, we are now 
engaged in a major remodelling of the hotel, and until that is completed we 
will not get statistics which are truly comparable. 

Mr. Povutior: Is it to your knowledge that the province of Ontario did 
anything to settle the sympathy strike at the Chateau Laurier during the 
Interprovincial Conference? 

Mr. Gorpon: It was not a sympathy strike. The unions representing the 
hotel workers were the same unions that represented the non-operating trades, 
and it was all part of the same organization in respect to the strike. 

Mr. Povuior: But did the Ontario government do anything to settle the 
strike at the hotel? 


Mr. Gorpon: I have no knowledge that they did. 


Mr. Murcu: Is the management concerned with placing their hotels under 
provincial jurisdiction in the matter of labour matters? During the recent 
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strike you had a different situation in the Canadian Pacific than in the Canadian 
National hotels? | | 

Mr. Gorpon: Our hotel situation in respect of jurisdiction is in a very 
muddled condition. The Canadian Pacific have a ruling—I think it came from 
the Privy Council if I am not mistaken—which stated quite clearly that they 
were subject to provincial jurisdiction. But one of our problems in the hotel 
set-up in the Canadian National is that the status of each hotel varies as 
between provinces. . 

You would have to go into the detailed history of each hotel. In some 
cases they were. owned by the government while in other cases they were 
owned by one of the component railway lines which we took over. I have 
the matter under very intensive examination to determine what is the best 
thing for us to do, all things considered. 

It is a very complicated and very mixed-up legal situation and we are 
not ih a position yet to come to any conclusion or clear choice over all as to 
what we want having regard to the background of each hotel. 

Mr. Mutcu: Are you considering the possibility of going out of the hotel 
business? | . 

Mr. Gorpon: Going out of the hotel business? That may come as a result 
of our study, but I do not think I would be permitted—unless the government 
were prepared to support that particular view; I would say it is not under 
immediate consideration, no. 

Mr. Mutcu: I am not urging it. I just wanted to know. 

Mr. Fraser: The net operating income amounted to $565,853, as compared 
with $1,053,280 in 1949. It was my understanding that a year ago the Chateau 
alone showed a prifit of about $500,000. Is that right? 

Mr. Gorpon: We have the comparative figures here in the table. 

Mr. Frasmr: I wondered if they were still up. 

Mr. Gorpon: The figure in 1949 showed that the Chateau had in its 
operating account, a profit of $415,209, yet in 1950 that same figure came down 
to $269,000. 

Mr. FRasEr: $269,000? 

Mr. Gorpon: Yes. © 

Mr. Poutior: Was the loss suffered on account of the Chateau strike last 
year? 

Mr. Gorpon: I could not give you that detail. I gave an estimate yesterday 
of the cost of the strike for the system as a whole, but I have not got it broken 
down into component parts. 

Mr. Fraser: You would know if there were some of these hotels that are 
not paying? 

Mr. Gorpon: It is a question of what you call “paying”. I am talking 
about operating results, not of paying interest. With respect to 1950 the results 
from the hotels showed an operating profit, with the exception of the Charlotte- 
town Hotel and the Macdonald Hotel. 

The Macdonald Hotel is not a fair comparison because we are charging 
up the amount of $175,000 covering alterations due to the addition of a new 
wing; but that is a temporary matter and it will, in due course, provide profit 
in the years to come. 

Mr. Fraser: How about the Newfoundland hotel in St. John’s? 

Mr. Gorpon: That is not a proper comparison on general figures because 
it is under remodelling: 

_. Mr. Frasrer: And it needed it too. 
- Mr. Gorpon: There is no doubt about that. If you should ask me for the 
figure of the cost of remodelling, I could tell you. 
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Mr. Fraser: Yes, I would like that. You asked for it. 

Mr. Gorpon: As nearly as we can estimate at the moment, it will cost us 
about $14 million to put the Newfoundland hotel in shape. But in doing that, 
I think it is a good investment. We shall so remodel the hotel that we shall 
get the rooms on a basis which will pay for the costs, and I hope that when we 
get through with it, the Newfoundland hotel will return us some profit on our 
operations. 

Mr. Fraser: I imagine that it will. 

The Cuatrman: ‘‘Communications.” . 

Mr. Macponneuu: With respect to the profits on operations, did I under- 
stand you to say that that was pure operating profit without charging yourself 
anything for your investment? | 

Mr. Gorpon: That is correct. This is merely operating revenue less 
operating expenses. ; 

Mr. Macponneuu: Well, for your own satisfaction, have you figures which 
show you what the result of your work is, when you charge for your investment? 

Mr: Gorpon: It is a very simple figure. It is merely a matter of taking 
the interest rate on whatever the property investment is. . 

Mr. Macponneuu: I realize that. I can work it out for myself. But I 
wondered whether, for your own satisfaction, and for the setting of rates and 
such, you personally have the over-all figure? 

Mr. Gorpon: Oh yes, yes indeed. 

The Cuairman: “Communications.” 

Mr. Fraser: This covers teletype rentals, does it not? 

Mr. Gorpon: It covers all forms, such as telegraphs, and teletype in con- 
nection with communications, and telephones too. 

Mr. Carter: Last year I put before this committee the need for extension 
of communications, telegraphs and telephones to smaller settlements in New- 
foundland and I wonder if Mr. Gordon can tell us whether anything has been 
done to extend that service to those smaller settlements, and what the policy is 
for the future? 

Mr. Gorpon: Well, we have taken very definite action in that respect. 
You are thinking of a basis for servicing new communities? 

Mr. Carter: I am thinking of new communities and of communities which 
formerly had telephone and telegraph communication, but which lost those 
services when we lost responsible government. A good many of those settle- 
ments have grown since then and it is a question of the restoration of those 
services which were enjoyed 15 or 20 years ago. 

Mr. Gorpon: We looked into that question very carefully. It is a matter 
of judgment as to the justification for extending services in very small and 
isolated communities. It is a very costly thing to try to do, to cover that type 
of community. So we decided the matter as managerial policy and we adopted 
a formula to apply in the future with respect to communication facilities. 

The formula is that where a community consists of a population of at least 
50 people, and where the existing communication is 3 miles or more away, we 
treat it as a matter of public convenience and necessity, rather than one of 
essential commercial economy. 

Mr. Carter: That is right. 

Mr. Gorpon: We have experienced judgment along that line and we are 
prepared to make installations which are not justified on economic grounds but 
rather on the basis of public convenience and necessity. That is our rough 
formula. | 

Mr. Carter: Have you put that policy into effect in any community in 
Newfoundland? | 
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Mr. Gorpon: Yes. We started in on it about 4 or 5 months ago, I would 


pay. 


: Mr. Carrer: Could you let me have the names of some of the communi- 
— ties, not necessarily right now, but later on, say tomorrow? 

Mr. Gorvon: I would be glad to do that. And you will have a list of our 

projected communities. But we are up against the difficulty of getting 

- materials and supplies, because in that particular field of equipment, defence 
requirements are very heavy. 

Mr. Carter: You have mentioned public necessity and convenience. I 
would like to point out that during the last war these little communities played 
a very vital role in our defence efforts. A large number of airmen owe their 
lives to the existence of these tiny offices in out-of-the-way places, and I think 
that in the extension of those offices in the future we should also bear in mind 
the part they will play in our defence program. 

Mr. Gorpon: Yes. These considerations have certainly been kept before 
us, Mr. Carter; and I think when you see our program you will appreciate that 
it has all been considered. 

Mr: Knicut: Could Mr. Gordon tell us to what extent the railroad owns its 
own telegraph or telephone systems, or leased telephone systems? 


Mr. Gorpon: We have a very extensive telephone system. I do not know 
just how to describe. It is a necessary part of our communications all along 
our line. I do not know how far you want me to go. It would take quite an 
analysis to tell you what we own. | 


Mr. Knicur: If the chairman would excuse me for not putting this in the 
form of a question, I would like to pay a very strong compliment to the public 
relations people of the Canadian National in connection with an experience of 
-my own recently. I missed my connection in going to Windsor on a matter of 
business, and the public relations man was good enough to carry out my business 
problem for me. He was able to do that because I had told him what it was. 
And when I offered to pay him for it, he said: “No. We have our own telephone 
system.” So may I pay a compliment to the particular individual and to the 
company for taking that tremendous interest in my private business. I might 


add that I missed my appointment because the Canadian National train was on 
hour late. 

Mr. Gorvon: That is merely an exemplification of the company’s slogan 
“courtesy and service”. 

Mr. Murcu: One of the basic employee difficulties, in employee relations 
at the present time, I believe, is that dealing with basic pensions. I thought 
that this might be the opportunity to say what I have to say on that subject. 

Mr. Knicut: On a point of order, Mr. Chairman, I thought that we had 
decided yesterday that we were to deal with the matter of basic pensions on 
the main statement at the beginning, and I think you put my name down for that 
particular purpose. 

The CHAIRMAN: We decided yesterday that, when dealing with the third 
paragraph on page 2 of the forwarding letter to the minister, we would deal with 
employee organization. 

~ Mr. Murcu: I was here at the time and my recollection does not confirm 
that of the chair. But I asked for your ruling so that the matter can be dealt 
with under the proper item of the report. I understood there was to be a general 
discussion on the letter of transmittal. I am a little at a loss to know whether 
or not the questions which I propose to ask will come under the heading of general 
discussion. However, I am not anxious to stress the point. It is a matter of 
extreme indifference when I ask those questions, be it now or later. 
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Mr. Fuuron: I do not think the matter was ruled upon except to defer the © 
questions which Mr. Knight wanted to ask until we reached paragraph 3 on 


page 5. 


The Cuarrman: I take it that Mr. Mutch is quite willing that it should be 


done, as long as he has the right to ask his questions, That is my understanding. 
Mr. Mutcu: We discussed this question. 


The CuHairman: I understand that you will be allowed in when we come to 
the 3rd paragraph of the letter. You are quite content? 


Mr. Griuuts: Before you leave employee relations, I would like to ask why | 


the non-operating employees were not included in the general agreement and 
given some consideration by way of wage adjustment as the operating employees 
were. I know that Mr. Kellock did not recommend that should be so, but there 
must have been some background of negotiations between management and 
employees before Mr. Kellock when he arrived at that decision. I think that the 
dissection, dealing out those employees, makes for bad labour relations. I think 
it isolated them. Was there any particular reason why that should be done? 

The CuHatrman: Would you mind reserving that question for the general 
discussion upon employee relations which is going to take place later on? 

Mr. Grits: There is to be a general discussion coming up on that? 

The CuHaAirnMAN: Do you mind doing that, to facilitate the work? 

“Participation in economic development.” Shall the item carry? 


Mr. Futron: I would like to ask a question about oil. I understand that 
the National Research Council is experimenting with heavier oil, car axle and 
bearing lubricants. I believe that they will reduce bearing wear and cut down 
the number of hot boxes and thereby reduce the locomotive power required to 
pull a train. | 

Has the Canadian National tried it out? Have you been participating in 
the development? 

_Mr. Gorpon: We ourselves carry on continuous experiments in the matter 
of oils through the Research laboratory to which I have already referred, and 
not only in respect to lubricating oil but diesel oils as well. And we keep 
elosely in touch with such laboratory work as is being done throughout the 
country. We have already adopted a number of successful changes and they 
have shown good results, particularly in respect to diesel oil. 

And in regard to lubricating oil we make changes from time to time as a 
result of research work. That is, generally speaking, the situation we are in. - 

Mr. Fuiron: You do not know of any particular field in which they are 
experimenting with heavier lubricating oils? 

Mr. Gorpon: I do not know. I have not seen this dispatch you refer to, so 
I am not familiar with it. But in connection with diesel oil, when we first started 
our experiments, the feeling was that diesel oil had to be changed at a certain 
mileage. But we have found that the oil changing specifications were very much 
exaggerated, and we were able to make oil changes which brought about a marked 
savings in operating costs. Now, with respect to lubricating oil, have you any- 
thing specific in mind, Mr. Dingle? 

Mr. Dineun: No. 


Mr. Gorpon: Mr. Dingle confirms the fact however that we do change our 
lubricating oil from time to time in conforming to laboratory experiment. Most 
research bodies keep in touch with what is going on, and they exchange informa- 
tion. It is regarded as almost traditional. 

The Cuarrman: Are there any further questions? 


Mr. Fraser: In the 2nd paragraph, in the second last line, I read: 
“It is estimated that over 60 per cent of industrial capital is invested on 
plant sites served by Canadian National lines.” 
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What would these lines be? Would they be lines duplicated by the Canadian 
Pacific or how would they get in? 
: Mr. Gorpon: It would cover any line that we serve, generally speaking, when 
we traditionally serve a plant. Both railways try as far as possible to get the. 
service of a specific plant by means of a spur line or otherwise. It would give us 
an advantage in getting the traffic and in a lot of cases it would make the railway 
company the only access to the plant. However there are a lot of cases where we 
jointly service a plant. 

Mr. Fraser: And the Canadian Pacific could make the same kind of settle- 
ment as this? 

Mr. Gorpon: I do not think their percentage would be that large. 

Mr. Frasur: But in a great number of cases both lines could serve a plant? 

_ Mr. Gorpon: No, no. There is a great number of cases where only our line 
goes through a particular territory. 

Mr. Fraser: I see what you mean. 

The Cuatrman: Are there any further questions? The item is carried. 

Mr. Murcu: Is it the practice in cases where industrial plants secure prop- 
erty on your trackage for your company to endeavour to tie up your railway 
business as conditional to the sale of the property? 

Mr. Gorpon: That is very often a part of the agreement. It applies on both 
railways, of course. : 

The Cuarrman: Will you now turn to page 1 of the forwarding letter, and 
to paragraph 3 thereof. | 

Mr. Fraser: Are you not going into finances? 

The Cuairman: I thought that the Royal Commission would come in under 
the letter. 

Mr. Macponne.u: Have you got to the end of page 21? Have we covered 
immigration? 

The CHARMAN: We have simply been calling one general heading. 

Mr. Macponngtu: I would like to ask something on that subject. 

The CHAIRMAN: Very well. 

Mr. MacponneLu: Would Mr. Gordon say something about the organiza- 
tion of the railway, I mean the European organization of the railway in connec- 
tion with immigration; and in doing so would he explain how it fits in with our 
two other organizations, I mean the Canadian Pacific organization and the 
organization of the government department itself. 1 understand there are three 
set ups, and that our immigration activity is divided into three efforts. 

Mr. Gorvon: We have a small organization in Europe and if you will turn 
to page 48 of the report you will see a list of our European offices there. We 
have a small organization in Europe which is supervised generally from London. 

These men we have there try to get in touch with steamship companies, 
and they have personal contact and so forth and they keep in touch with the 
people who are intending—or who can be persuaded that it would be a good idea 
for them to immigrate to Canada. We then provide service for them in explain- 
ing Canadian conditions and giving them particulars of land that might be 
available if they are interested in farming as an occupation and so forth. 

We have a whole series of things that we can tell them about Canada such 
as soil conditions and so forth. | 

Now, in respect to co-ordination with the Department of Immigration, we 
have a very close working relationship with them and we are constantly in 
consultation with them. ‘They tell us the sort of information that they have 
received and we do our utmost to welcome these new citizens. We meet them 
at the station and take them off the boat and generally do as much as we can 
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to make them feel at home as they arrive. It is a service for which we have 
received many compliments. se 

Mr. Macponneuu: Could you tell us more in that respect? You say you 
keep in touch with intending immigrants in Europe. I take it that includes 
both the United Kingdom and the continent? 

Mr. Gorpon: Quite so. 

Mr. MacponnELu: Does the government authority take charge of the tourist, 
or do you take charge of him yourself? 

Mr. Gorpen: If we sell him his passage, we take charge of him. We help 
him with governmental regulations and we help him by explaining to him about 
foreign exchange regulations and about the medical examination, and all the 
varied kinds of red tape, which is very obvious these days having regard to 
anybody leaving any country. Then, of course, there are matters which are 
taken up with federal government. There are some things which the department 
of immigration themselves do to help in specific instances, and we call it to 
their attention in specific cases. 

They do some work themselves of an initiating character and it might finally 
fall into our hands or into the hands of the Canadian Pacific when the matter 
of transportation is arranged. 

Mr. Macponneuu: You spoke in a general way about looking after their 
welfare when they came to Canada, and that certain obvious questions arose. 
Perhaps you could give us more specific information. For example, to what 
extent, when a man comes to Canada, to what extent does he come to take up an 
arranged job? And in addition to that particular question, who would assume 
the responsibility for his immediate housing? As we all know, I have heard of 
some very difficult cases. 

Mr. Gorpon: We try as far as we can when we check on families or persons 
coming to Canada over our facilities, to have it understood. For example, where 
an individual is coming out to work as a farmer, we try to present to him a list 
of places where he may locate, and we try to show him desirable property and 
we get pictures of such property. We inform him about the land and the sort of 
croppings that would be suitable for it. As far as possible we like to have these 
people arrive in Canada with a definite place to go and with at least an initial 
idea of what they are going to do. 

Mr. Macponnetu: Take the question of a farmer. Can you give us a little 
information as to what the money requirements are now in the United Kingdom, 
how much money he can bring out with him, and what you expect to have in 
that respect? 

Mr. Gorpon: I am afraid that my memory fails me on the details. I think 
it is still quite a limited sum, and that is part of the difficulty, in respect to money. 

Mr. Macponnetui: Are you having considerable success with bringing 
farmers out? 


Mr. Gorpon: We have some success but not as much as we would like to see. 


Mr. Macponnetu: Could you give us a rough figure? 

Mr. Gorpon: You will notice from the report that during the year nearly 
2,500 families were located, and these were families settled in farming areas. 

Mr. Macponneti: Was that across Canada or just in a certain area? 

Mr. Gorpon: Oh, that would be across Canada. 

Mr. MacponneEt_: Do you have regard to the question of abandoned farms? 
I mean, do you scrutinize areas from that point of view, or are you interested 
only in getting people to come to places which they can buy, which are in full 
running order? 

Mr. Gorpon: We have to be careful not to over-sell a man. We produce 
a brochure for him and give him examples of various kinds of farms which are 
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available. They may be abandoned farms or new land, but we try to get him 
to come and settle near the main tracks of the Canadian National. And we 
very often get actual figures of the type of farm buildings he would expect to 
meet with in this country. 

Mr. MacpoNNELL: Can you be a little more specific as to just how much 
responsibility you assume for his immediate accommodation when he arrives in 
Canada? | 

Mr. Gorpon: We do not accept any definite responsibility, but we do try 
to have somebody meet him when he arrives in Canada, and whatever his 
terminus may be, we try to see that there is somebody to meet him and take him 
to the place which he may have selected. 


Mr. MacponnELL: We hope it is as good a man as the one who met Mr. 
- Knight. 


. The Cuatrman: Carried. 


Mr. Morr: Might I ask if you have brought many DP’s out to work on the 
railroad? 

Mr. Gorpon: I do not know if our employee statistics would show that. 

Mr. Morr: Are there many DP’s working on the railway? 

Mr. Gorpon: We do not endeavour to keep a statistical record of that. We 
do know that there have been quite a number of DP’s come to us for track work, 


but I cannot tell you specifically what that would be in point of number because 
we do not keep a record of it. 


Mr. Morr: I understood that you had a considerable number of DP’s as 
section hands on the railway and I wondered just what was done for them, 
whether you regarded them as new Canadians or whether there was any thought 
along that line? : 

Mr. Gorpon: I think that is part of the same generalization I gave to Mr. 
Macdonnell, that when these people get here we try to get them to feel at home. 
Usually section gangs are in charge of a foreman and it is his job to see that his 
men are in the proper frame of mind. And if there was a DP in a section gang 
who was having any difficulty, I am sure that our foreman would do what he 
could to help him. 

Mr. Poutior: At page 48 there are listed your European offices. Would they 
give the same sort of information to the immigrant? 

Mr. Gorpon: Are you talking about the list of offices recorded there in 
Europe? 

Mr. Pouuiot: Yes. 


Mr. Gorpon: Yes. Information is available through those offices for any 
people who wish to immigrate to Canada or who have immigration to Canada 
in mind. 

Mr. Pouuiot: I take it then that there are places besides London where that 
is done. I note, for example, Antwerp in Belgium and Paris in France. 

Mr. Gorpon: Yes. 

Mr. Povutiot: I wonder if your staff speaks French as well as English in 
order to inform people who come to the Canadian National offices? 

Mr. Gorpon: Oh yes. We would not send somebody to Europe who eould 
not at least speak the language of the people he is to talk to. 

Mr. Pouuiot: Be it Antwerp in Belgium or Paris? 

Mr. Gorpon: That is right. 

Mr. Macponnetu: I wonder if Mr. Gordon could say something as to the 
results to date? I am thinking of the people who have been brought out to work, 
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or would he say that it is too soon to assess them. They have been coming out 
steadily. I suppose the company has kept records from which Mr. Gordon could 
tell us in a general way how these new farming immigrants are getting along? _ 

Mr. Gorpon: Yes. I could have that brought out from the report that my 
department of colonization and agriculture prepares for me. It is a report covering 
the sort of thing you are asking about. Our staff keeps in touch with them and 
my impression is that the people who come here via the Canadian National 
Railways take root very well and that their general development is good. 

Mr. MacponneLu: Could we get this further report from Mr. Gordon at 
a later meeting? I think it is a matter of interest as well as of importance. 

Mr. Gorpon: I shall get a report of some kind that will try to give you a 
general picture. 

Mr. Poutior: Who is the head of your colonization and agriculture 
department? 

Mr. Gorpon: Mr. McGowan, who is located in Montreal. He has been on 
this work for quite a long time, and he is well and favourably known to all the 
governmental departments as well as to other interested parties. 

The Cuatrman: Carried. Now, if the committee will turn to the forwarding 
letter on page 1, you will recall that we agreed, I believe, yesterday that under 
the third paragraph a discussion would take place concerning the capital structure 
of the Canadian National. | 

Mr. Fraser: Page 4 is it not? 

The CHarrMAN: Page 4. The first page of the letter. It is now five minutes 
to one, and we perhaps should adjourn until 4.00 o’clock but before we adjourn 
Mr. Gordon has asked if the members of the committee would now indicate in a 
general sort of way any questions they wish to ask this afternoon with regard to 
the-capital structure of the Canadian National, so that during the lunch hour he 
would have an opportunity of getting ready to answer the questions. Mr. Gillis, 
I believe you were one of them? ; 

Mr. Giuuis: I was wondering how far Mr. Gordon. could go. He made 
very strong representations to the Royal Commission on Transportation on 
the subject of the revision of the whole capital structure. Now, the Report of 
the Royal Commission is in the hands of the Board of Transport Commissioners, 
is it not? 

Mr. Gorpon: No. It is in the hands of the government. 

Mr. Giuuis: Well then, it will be all right to discuss it. So I would like 
Mr. Gordon to indicate to us this afternoon to what extent he expects his ideas 
as presented to the Royal Commission on Transportation to be implemented? 

Hon. Mr. Curvrerer: He cannot answer that. 

Mr. Gorpon: I cannot answer that question. In fact, I would be very 
interested in having the answer to it myself. . 

Mr. Ginuis: Then perhaps the minister might inform us about it this 
afternoon. 

Hon. Mr. Cuevrrer: I have already indicated what the answer is. I have 
said that the government has not had an opportunity to study the recommenda- 
tions of the Royal Commission on Transportation in so far as capital structure 
is concerned. It has given some study to the first part of the report. It will be 
my responsibility to prepare a draft bill, and then after that is done, I propose 
to place it before my colleagues for consideration. But until that is done, I 
do not think that the goyernment is in a position to review the recommendations 
of the Royal Commission with respect to recapitalization. 

Mr. Macponnetut: We have in the Turgeon report a very interesting 
review of the whole-situation. They have set out Mr. Gordon’s recommendations 


RAILWAYS AND SHIPPING ; 109 


z Bae ee ie 
with respect to a revision of the capital structure, and they proceed with a long 


and reasoned argument to discuss the matter. At the same time, that is some- 
‘thing which is available. I do not know how you could decide that it could 


come before this committee but it seems to me that we would be having a play 


without Hamlet if we do not have regard to these very detailed and carefully 
reasoned comments on the whole capital structure situation. 

Hon. Mr. Cueveter: The committee is free to discuss it as much as it likes 
but, I certainly am not free to make any statement on whether or not it will 
be accepted. I want to make that clear because I do not think it would be fair 


to my colleagues or to this committee since we simply have not given the matter 
any consideration. 


Mr. Fuuron: Would it be fair to ask Mr. Gordon to make some comment 
for us on the result of the implementation, or the results which would follow ii 


the Royal Commission’s recommendations were implemented, and how far this 
would assist the Canadian National, and in what respects they would fall short 


of his recommendation, and what would be the net disadvantage which would 
accrue to the Canadian National as a result of the differences between the two 
recommendations? 

The CuarrMan: It would seem that you are going to have quite a nasty 
lunch hour, Mr. Gordon. Now, in regard to our meeting tomorrow morning. 
It will be Wednesday and some parties have a caucus on Wednesday. So | 
would like to know the feeling of the committee on whether we should sit tonight 
or sit tomorrow morning besides this afternoon. We have with us Mr. Gordon 
and his large staff of very important officials and we should not keep them here 


any longer than is necessary. On the other hand, we should not hurry our 


inquiry. So I think we should either sit tonight at 8.00 o'clock or tomorrow 
morning, but it is for the committee to decide. 

Mr. Fraser: I move that we sit tonight, Mr. Chairman. 

The CuarrmMan: Mr, Fraser moves that we sit tonight. All those in 
favour? Those opposed? I declare the motion carried. We shall sit tonight 
at 8.00. 


AFTERNOON MEETING 


The CHAIRMAN: Order gentlemen, we have a quorum. 

Mr. Macponatp: Before we go on to recapitalization, may I have your 
permission to go back and ask another question about coal, if I may, please? 

The CHARMAN: It is a very dangerous precedent. 

Mr. Macponaup: Well, Mr. Chairman, it is my information that C.N.R. 
purchasing policy with regard to Alberta coal has been on a month to month 
basis, whereas the Canadian Pacific Railwy has a purchasing policy for Alberta 
coal such that C.P.R. orders have already been placed for a year ahead. I am 
informed that the Canadian Pacific Railway has placed orders for the period 
April 1, 1951 to March 31, 1952 for 2,340,000 net tons. Now, to have the mines 
maintained in the national interest is it not reasonable to ask the C.N.R. to 
eive longer term contracts with the coal mines of Alberta. 

The Cuarrman: I understood Mr. Gordon already to have said that he 
was quite prepared to enter into long term arrangements but that by and large, 
up to the present time, the Canadian National Railway was simply taking 


what was left after they had not been able to sell to anybody else 


Mr. Macponatp: I accepted Mr. Gordon’s explanation this morning, but 
I made further inquiries and I find that these miners can produce more but 
that they have been going on a policy of a month to month basis. 
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Mr. Gorpon: Let me settle it this way. If those people want to. come 
to the Canadian National Railway and talk about making contracts for coal 
we will be glad to talk to them. 

Mr. Macponatp: Fine, I am not talking about any particular company. 

Mr. Gorpon: Conant up until this year we have never been able, with 
the Alberta coal miners, to establish anything on purchases except for what 
they had left over after they had sold elsewhere. If they want to talk contracts 
on an annual basis we will be very glad to talk to them. 

Mr. Giuuis: Coal operators, not miners? 

Mr. Gorpon: I stand corrected and I yield to your superior knowledge. 

Mr. Giuuis: Miners do not sell coal; they just dig it. 

The CHaiRMAN: Have you an answer for Mr. Carter? 

Mr. Gorpon: I have an answer on the matter to which Mr. Carter referred. 
Out of 48 applications received for service 15 have been gone ahead with, 21 are 
in the process of being approved, and 12 are under study. That takes care of 
the situation before us immediately. . 

Mr. Carrer: I would like the names if I may have them? 

Mr. Gorpon: I have not the names available and I hoped that you would 
not ask that question because I would rather not give them. It puts us in an 
invidious position as between communities. They say: “Well, you have approved 
of so and so; why can’t you get on with us?” We are just doing the best we can. 
If it is permissible, I have no objection to giving it to Mr. Carter personally, 
but I would not like it to get into a matter of press discussion. 

The CuarrMAN: I would think that Mr. Carter would be desirous of helping 
the C.N.R.— 

Mr. Carrer: Well, I would like it for my own information. I have made 
requests myself for some of this and I would like to know which ones are being 
proceeded with. 

Mr. Gorpon: I will let you have it, but I would not like it to get into a 
matter of general discussion. 

The CuatrMaAn: Shall we deal with paragraph 3 on page 4 of the foramnaine 
letter? 

Mr. Fraser: Before you get on to paragraph 3 we will be able to discuss 
almost anything on this letter, will we not? 

Hon. Mr. Cuevrier: Anything that is in the letter? 

The CHarrMAN: Our understanding was that we would. discuss subjects 
which we had not already covered as we went through the narrative. You 
will recall that on several occasions it was indicated that these subjects had 
better be discussed under the letter or under a budget item. I hope it is not 
the wish of the committee that we should go over all of the ground again. | 

Mr. Fraser: I never asked for that but I just wondered if you were going 
through the statement in regard to the assets and one ‘thing and another, 
afterwards? 

The Cuarrman: We will be dealing with the Auditor’s report and you have 
always been very reasonable, Mr. Fraser. I do not think you will have any 
difficulty in your questions. 

Mr. Knicut: Can we relate our discussion to each paragraph? 

The CHatrMAN: I think it would be preferable. I shall cali ‘capital 
structure’, paragraph 3 of the letter. 

Mr. Giuuis: According to the minister’s explanation this morning, Mr. 
Chairman, there is not very much you can do about this except hope that the | 
representations made by Mr. Gordon to the commission that inquired into the 
whole thing will receive some attention by the government. I have always felt 
the crux of the whole C.N.R. problem is that load of unnatural debt that it 
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carries. Unless they get clear of that and get it straightened out in some way 
I do not think there is much chance for anyone, regardless of his abilities for 
management, to handle that C.N.R. problem. You just cannot keep on dumping 
_ additional freight rates on the public year after year and expect to compete with 
the Canadian Pacific and trucking and all the rest of it. 
_.Mr. Gordon has made a gallant effort; I want to compliment him. His 
report shows there certainly has been something happening to the whole system. 
, He has reduced the debt considerably, but I think they are in an impossible 
- situation unless the government is prepared to relieve the C.N.R. of the debt- 
it never should have had: these bonds; this interest on defunct railways that 
should have gone into bankruptcy—they should have been written off instead 
of being taken over .and the interest charged to the C.N.R. at 100 per cent on 
the dollar. I do not see any point in discussing it here. The government has 
considered it. The commission has made some pretty decent recommendations 
on it and all we can do is hope. The minister cannot state government policy, 
_ but I would urge the committee to pay some attention and get in behind manage- 
ment and urge the government to relieve the company of that particular tangle 
there. Unless that is settled I think the C.N.R. is in an impossible position. 
Hon. Mr. Cuevrier: I would like to assure Mr. Gillis that the government 
has given this recapitalization of the C.N.R. very careful consideration ever 
since I have been in the department. At least once if not more in each year 
— since’1945 the question has been up for discussion and I think the government 
welcomed the opportunity of including in the terms of reference of the royal 
- commission a request to review the capital structure of the C.N.R. I agree with 
_ you that the report is a very exhaustive and complete one in so far as that part 
is concerned. I believe it will be understandable to the committee that the 
_ government in the short time available has not had an opportunity of studying 
it carefully. After all, the report was only handed down a little more than a 
month and I think we have done pretty well in approving, in effect at least,— 
_ and I am quite sure in its entirety—the first part of the report,—that having 
to do with the equalization of freight rates. We have felt all along that until - 
that is out of the way we should not make a decision on the question of 
recapitalization. 
| I can assure you and the committee that I'am very happy about the recom- 
_ mendations made by the royal commission. Beyond that I am afraid I cannot go. 
Mr. Macponneutu: Mr. Chairman, I thought possibly Mr. Gordon. would 
_ be saying something as to his recommendations. Actually I am not clear as to 
_ the full details although I infer what it was from reading the recommendations 
of the commission itself. Would it be in order for me to refer to two or three 
things particularly in the recommendation? I do this because Mr. Gillis has 
made a statement which really simplifies things a little too much and leaves an 
impression which I do not think is the impression that a full reading of the 
- commission’s recommendations would leave. 

The CuamrmMan: I would think, Mr. Macdonnell, it would be right that a 
reasonable amount of discussion of opinion of the committee members would 
_ be admissible at this time and I think Mr. Gordon should be free to answer any 

questions by way of explanation of the recommendations which he made and 
_ the recommendations which have been made by the commission; but I do not 
_ think it would be fair or proper that he should express any personal opinions. I 
think any questions directed to him should be rather in the nature of clarifying 
_ anything that is in doubt. 
4 Mr. Macpvonnetu: May I draw briefly to the attention of the committee 
_ some things which seem to be in this reference and I begin with recommendation 
number 2 on page 196 because I rather imagine it is the vital recommendation 
and deals with the most vital recommendation which Mr. Gordon made. It is 
quite brief: 
84380—3 
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That Government loans totalling $743,661,000 at 31st December, 
1949, be converted into three per cent income debentures on which interest 
would only be paid if earned and would not be cumulative. 


There are other recommendations which I will not go intd but I read that one 
as the vital one because we all realize the problem which bothers Mr. Gordon, 
and bothers the system, is the load of debt which the system is carrying. 

I would like to read just two or three comments which the commission 
makes and which I think are relevant to this recommendation which they finally , 
‘arrived at. I begin reading at the bottom of page 192. 


The CHAIRMAN: I ‘wonder if it would be wise to put on the record paragraph: 
K—that is the actual recommendations that appear at page 196. They are not 
long. Is that agreed? 


Agreed. 


3. That the shares of the Canadian National Rainy Securities 
Trust now held by the Government be turned over to the Canadian 
National Railways in exchange for an equal number of shares of the 
latter company. This would serve to simplify the capital structure of 
the system, but would not change its total capital or the Government’s 
equity therein. 

4. That after payment in the first place of the tones charges 
on debts due to the public, the Canadian National Railways be allowed 
to accumulate out of earnings in each year a reserve or “something to 
come and go on”, such reserve to be not more than the lesser of: 


(a) one-third of the income after providing for all charges and deduc- 
tions from income except interest on the Company’s obligations, or. 

(6) the balance of the income after payment of interest on debts due 
the public. . 


5. That after payment of the interest on the debts due to the 
public and the setting aside of the reserve or “something to come and 
go on” referred to in (4) above, an amount equal to three per cent of the 
then outstanding Government loans, or the balance of the earnings, 
whichever is the lesser, be paid to the Government. 


6. That to the extent that reserves as defined in paragraph 4 above 
and surpluses have been accumulated, losses, if and when realized, 
should be charged against such reserves and surpluses. If no such 
reserves or surpluses are available against which to charge the losses, 
such losses be reimbursed to the Company by the Government. 


7. That any capital required to finance the company, in addition 
to funds provided from operations and payments made under the pro- 
visions of paragraph 6 above, be obtained from the sale of bonds to 
the public and income debentures to the Government. 

8. That surplus earnings, if any, after the payment of interest on 
debts to the public, the provision for reserves or “something to come 
and go on” outlined in 4 above, and the payment of interest on Govern- 
ment loans, be dealt with at the discretion of the directors. 


Mr. Macponnetu: The bits I wish to read have reference to the difficulty 
and it is a very general difficulty which is raised as between the comparison 
of charges carried by the National companies and other large railway companies. 
Let me say in advance that I do fully accept the proposition put forward by 
the railway officials, that psychology enters into this and people should not 
be asked to carry loads which are too grievous to be borne. 

Let me read very briefly extracts from what the report says and which 
seem to me to be relevant and worthy of careful consideration. On page 193 
under “conclusions”, the second paragraph: 
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It would seem that comparisons of the fixed charges on one railway 
with those of another and of the percentage of fixed charges to revenues 
do not establish a case either for or against the comparability of total 
financial charges. It is doubtful whether a useful comparison can be 
made without taking into account all the financial charges including 
taxes on income and dividends on stock which a company is required 
to earn if its credit is to be maintained. 

While there is no doubt that in bad times when earnings are low 
it is advantageous for a private company not to have heavy bond 
interest payments to meet, nevertheless it is also true that smaller 
earnings are required to service bonds than an equivalent amount of 
common stock. For example, it requires earnings of only three and a 
half million to pay bond interest on a hundred million issue with a 
coupon rate of 34 per cent. A common stock issue of a similar amount 
would probably require a dividend rate of 5 per cent. In order to have 
five million dollars available to pay dividends, gross earnings in excess 
of eight millions are required to provide for the income tax liability 
and leave an amount sufficient to pay the dividend. 

Again he refers to the high fixed charges, and he says: 

The disadvantages of the high fixed charges of the Canadian 
National Railways are largely, if not entirely, of a psychological nature 
and do not in fact result in any financial embarrassment to the Company 
or affect its credit, as deficits are paid by the Government. 


And further, down here about the middle of the page and the middle of 


that paragraph: 


In other words, it should be recognized that, in addition to fixed 
charges, a private company must, over a period of time, have sufficient 
earnings to pay reasonable dividends to its shareholders and set aside 
reserves for a rainy day. Before dividends can be paid and reserves set 
aside, approximately 45 per cent of all earnings must be paid as income 
tax under present tax rates. 

The evidence submitted does not establish comparability with other 
railways; the Canadian National Railways’ witnesses and counsel have 
admitted that complete comparability cannot be achieved. Any privately 
owned railroad would go into bankruptcy under comparable circum- 
stances, and its reorganization plans would not be affected by considera- 
tions of public policy which must play a part in a public utility owned 
and operated by the Government. 


I have read these excerpts, Mr. Chairman, because they seem to me to bear 
directly on the question raised; first of all, we will accept the psychological 
argument; and, secondly, that they do point out the very substantial differences 
which exist between the National Railway, which pays no taxes, and a company 
which has to pay taxes; and also a company which has to depend on being 


able to sell equity shares to the public at 5 per cent and on the other hand a 


company whose deficits are met out of public funds. 
The CHairMAN: Are there any further comments? 


Mr. Fuuron: Mr. Chairman, I would like to put a general question to 
Mr. Gordon. I have been thinking it over during the adjournment, and I am 


not sure that it is a fair question to ask him. What I would like to know is this, 
if Mr. Gordon would indicate to us his assessment of the results of the C.N.R. 


’ 


‘ 


: 


on the basis of the proposals concerned in the report of the royal commission? 


Mr. Gorpon: Yes, I think I can give you something on that. Perhaps 
before doing so I should say that I should like to make two comments as a 


sort of background. The first is with reference to the extract which Mr. 
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Macdonnell read, and in that connection I would like also to place on the 
record page 195, where it reads: | . 

The Canadian National Railways has established a case for reduction 

of its fixed charges and for the desirability of the Company being able 

to accumulate out of earnings a reserve or ‘something to come and go on. 


I am just pointing out that the commission did find that we had established 
a case. In my presentation to the commission I made certain recommendations, 
and as I see it the commission has made certain recommendations. I think it 
is difficult to take these two recommendations and try to compare them, to set 
them out as putting the one against the other. Each proposal must be taken 
as a package in order to come to a sound appreciation of what they really mean. 
Therefore I think I should offer some word of explanation. 

I have prepared a statement here in which I have taken the commission’s 
recommendations and I have applied them to the results of our 1950 operations 
on the basis of a reconstructive year; that is, I have taken 1950 and have 
reconstructed our operations assuming that the various freight increases were 
in effect throughout the whole of the year which were in effect at the end of 
the year, and all the other costs, as if all the other costs in the way of increases, 
wages and so on had been in affect all during that year. I want to say a word 
of caution as to the results which may be expected if the relief which is 
recommended by the commission is applied. This is purely in the interests 
of explanation and not intended as a criticism. It is simply to get the figures 
before the committee as to what they really mean. On page 197 of the report 
there are examples furnished illustrating the effect of the reeommendations of 
the committee at various levels of earnings, and these earnings range all the 
way from $25 million to $75 million. This latter figure or anything approaching 
it is IT am quite sure outside of the realm of the probable in the light of 
conditions facing us today. So, if we take the table based on a recommended 
relief of about $25-8 million, and if you applied that to the deficit for 1950. 
you will be left with the impression that by taking that deficit off we would 
actually be left in 1950 with a surplus of $22-5 million. Now, some further 
examination is desirable if a correct appraisal is to be made. Last year we had 
a wage increase of seven cents an hour, which went into effect on August 31; 
and, naturally, it did not cover the full impact of the rise in prices for materials 
which was in evidence at the end of the year. In addition to that, our operating 
expenses had been reduced by the transfer from the deferred maintenance 
reserve of $9 million, and that is the end of the deferred maintenance reserve. 
We estimate that in the year if our operation was recast so as to reflect for 
the whole of the year the freight rates, wage rates, material prices, etcetera, 
as they existed at the end of the year, and when the credit from the credit from 
_ the maintenance reserve is excluded—that is a non-recurring item—and if that 
relief of $25-8 million is applied then we should have finished up with a- 
surplus of only $2-5 million, after the payment of interest on public held debt. 
That is what the picture looks like to a realist. Since the first of this year 
additional wage increases have been given the running trades: and then, of 
course, we will have to meet the impact of the 40-hour contract clause generally. 
I am not saying this as a pessimist. I am merely trying to show the application 
of the commission’s recommendation at that level of operation. This statement 
which has been prepared against the background which I have described to 
you brings out here on a reconstructed basis the fact that if the recommendations 
of the commission had been implemented and were made applicable to the 
year 1950, with the qualifications I have made we would have had a surplus 
available to transfer to reserve of only $2-5 million; which shows us that for ~ 
the year under review the relief afforded on that basis would not appear to be 
extravagant. 

Mr. Fuuton: In the course of your explanation, as I recalled it, you had 
based vour reconstructed year on paying the wage rate that was in effect at 
the end of the year, paying it for the whole of the year? 
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Mr. Gorpon: Yes. 


Mr. Fuuron: Did you prepare the figures in your estimate on the basis 
that you will be granted an increase in freight rates on the application which 
you now have before the Board of Transport Commissioners but which has 
not yet been decided? 


Mr. Gorpon: No. I said in my statement that we have not included the 
wage increases that have been given in 1951; that is for the running trades, or 
whatever might be coming to us further out of the 5 per cent, or the 40- hour 
week. We have not estimated anything for the future. I am just taking what 
we included as existing in 1950, but making a whole year out of it instead of 

just part of year. If we were to take this $2-5 million, and supposing we 
knew our result for 1951 exactly, that $2-5 million would come down and 
we would probably show a deficit, arising out of the impact possibly of the 
40-hour week; unless we receive freight rate increases to offset them. Have 
I made that clear? 


Mr. Furron: Yes, thank you. 
The CuarirMAN: Are there any further questions on this point? 


Mr. Gorpon: Mr. Chairman, would you care me to table this statement 
and have it ptt on the record. 


The CHatRMAN: Yes. It will be added in the record at this point. 


RECONSTRUCTED RESULTS OF OPERATION YEAR 1950 


Operating Revenues 


PASTEL ISTO CER a Stas Stee Cae e baht. sate tne baa eeale oa S| $553,831,581 
Rate increases —- tO ADM Wal OASIS iis & force aie eo aleas take ak BU Aye a are oo She 6,664,606 
Freight and allied services—Canada 
Eight per cent effective Oct. 11, 1949 superseded by 
16 per cent effective March 23, 1950, 20 per cent June 
16, 1950. 


PZASRCUSOIa CAMA Cite hatch fe aayad secon sails Mra asia 8) GRE, auehtbe ly) cc Rah 382,794 
Military Fares, April 1, 1950; commutation ticket 
fares, Oct. 7, 1950; cancellation of second-class fares and 
increase in round trip first and coach class. fares 
between Montreal and east to maritimes and 
Newfoundland, October 1, 1950. 


Retroactive Mail Pay: 


CAG ee ee et Sones tL. CaP lug me Ae ae ba ad $1,178.800 
Tie dm UA LCR eae see een eh ae A ae) ol oie tee ate ‘ 469,200 
—$_—_——- 1,648,000 
$559 ,230,981 
Operating Expenses 
STE TAT LETC otek SUR en evi Me esta aes RE AER Sls OV GEg Ai SANs IOI Ure Pe SPE 493,997,079 
Increased wage rates to annual basis: 
ENA yn 8 HIRT EI AE hook aa eae Re rik Ok eS $8,706,000 
NEEL a LESH Te yah ae el lai ai atacaiore Gale seg ehh 1,040,000 
sess 9,746,000 
Increased material prices to annual basis: 
RAWAL ele fae eas «ston Pena tay wate eeite Gaeta ae $5,157,295 
UD Rak Sssuaes Beel~ aR ets ey EY Bs DEN RR, HO toa 680,864 
— 5,838,159 
Elimination deferred maintenance credit ..............-4- 9,000,000 
518,581,238 
INGt ROMETALINGHTEVENUC): sAdiercat iste, ace ache bik mode viel ofa, eee ve heh ae 40,649,743 
Taxes, equipment. rents and other income accounts .................. 17,417,730 
RP AAN AL LOGE TOT emRT Le TOR Were e ciccce cn 5 27 css RCE RI hare ateee ioe: Fa Ske elo ia ayekel oo onlin aaa 23.232, 0iLo 
Plus deficit, Newfoundland Services (Restated) 2... ..5..0,.50-2 eee eees 3,311,508 
26,543,521 
interesteoni bandsiheld ibyuthensgublic’. deeds inoe) agin $clg ath is a Peta 24,019,158 
PTUMBIETICU CO REBETVE. .outss tale tie ae stata chess ek ara hae wie leber es lela $ 2,524,363 
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The Cuarrman: Now we come to the next point dealt with in the letter, 
namely paragraph 3 on the second page of the letter. 


Mr. Gruuis: Mr. Chairman, before you finish with this item Bh structural 
changes in the Canadian economy there is a question I would like to ask Mr. 
Gordon, and if I do not do it now I doubt if I will have another cea 


The Cuairman: All right, Mr. Gillis. 
Mr. Gorpon: I am sorry, Mr. Gillis I missed your point. 


Mr. Giuuis: I just wanted to ask you a question here under this note on 
structural change in the Canadian economy. You will remember that last year 
I discussed the question of the handling of the smaller coal operator, and his 
position in the market in supplying coal to the C.N.R. The situation is this, 
that usually it is the large operator who sets the price. This case is a specific 
problem. I have resolutions here from the board of trade of the town of 
Inverness. These people are pretty badly situated, and at times during the 
summer they have difficulties. They have I think been in negotiation with the 
C.N.R. in regard to a price for their coal, a price that would be suitable for the 
small operator, and this resolution to which I refer suggests that you might give 
further consideration to the bid this particular operator makes. I would just 
like to know if you have any data on what the picture looks like, and what the 
chances are on. meeting them in that particular area. 


Mr. Gorpon: Well, on your general question last year, as I recollect it, Mr. 
Gillis, I pointed out that in establishing price we had to take into consideration 
the question of the quality of the coal plus delivery, et cetera and et cetera; and 
that while we buy coal from the larger companies, establish contracts with them, 
that all tends to set the market price. Naturally, when we buy a large amount 
of coal at a price we expect that to establish more or less the market price, but 
we enter into negotiations with each one of these little mines and we go as far 
as we possibly can in the matter of meeting their supply; but we have had 
difficulty with certain mines in the maritime provinces in the matter of volume 
and quality. I have one in mind in particular, although I cannot recall the name 
at the moment. There are some of these mines which cannot give us the quality 
of coal.which is needed. But the real trouble is not a matter of deliveries, it 
is not a matter of price; it is the fact that the quality was so poer that we could 
not haul our locomotives from one coaling station to another. It does not pay 
to load up a locomotive with fuel that is not going to take it to the next coaling 
station because you would have to send another locomotive out to haul it back 
to a coaling station. 

Mr. Gituis: I do not know that the question of the quality of the coal would 
enter into the picture here. The resolution states this: we are of the opinion that 
the Canadian National Railways should merease the price of local coal to a 
figure whereby the local operators could obtain and accept a railway order—. 
Those particular people are probably badly located. As you know the mine has 
been operated under a subsidy from the provincial government of something of 
the order of half a million dollars a year. There are a couple of mine operators 
‘there and it is pretty difficult for them to market their coal. The grade of the 
coal I think is good. There must have been some negotiations about this matter 
because the board of trade has taken it up. 


Mr. Gorpon: It may well be that the same economic factors apply to western 
coal as well as to eastern coal, and it is not easy from a management point 
of view to justify a general policy that we should subsidize coal production. We. 
are prepared to pay a fair market price on a competitive basis, and in many cases 
we lean over backwards, particularly when faced with emergencies, to help out 
the little fellows. We have done that both in the east and the west, but when it 
comes down to a question of the payment of a higher price to the little fellow 
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it merely comes down to a question of subsidizing that mine, and I do not feel 
that we are justified in doing that. 

Mr. Gruuts: No, I do not feel you are either, and my main reason for raising 
it here now is that I think it is a problem for the Dominion Coal Board and that 
the operation is absolutely essential to the economy of that particular part of the _ 
country. 

Mr. Gorpon: The question comes up even more acutely in regard to a 
certain Alberta mine where a failure to sell coal to us at a price which is reason- 
able and competitive has meant and is meaning the actual closing of that mine 
for all time to come. That is just how serious it is. And if it should become 
a matter of policy to keep coal mines in operation when their actual production 
cannot stand the test of reasonable competition, then I must repeat that it is 
not a matter for the Canadian National Railways. 


Mr. Gruuis: I agree with you in that respect. It is a matter for the govern- 
ment. I raised the question merely to get your reaction so that I can talk to 
somebody else about it. I wonder if the minister would care to comment on the 
question? A subsidy which is necessary to straighten out the Canadian National 
market for that particular area would be very, very small. The government 
has a policy of subvention of mines. They pay subsidies to some of the largest 
operators to some considerable extent, while smaller ones have never enjoyed 
that privilege. In this particular case the provincial government heavily sub- 
sidizes that operation. : 

I am going to take the matter up with the Coal Board. But I wonder if the 
minister might not care to comment on the matter at this time? 

Hon. Mr. Cueveter: I believe the Minister of Trade and Commerce has 
already spoken about it in the House on more than one occasion. Moreover, I 
believe that the Dominion Coal Board has been assigned from the Hon. Mr. 
Howe to the Minister of Mines and Technical Surveys, so I would hesitate to 

make any pronouncement on a matter which is really not my responsibility. 
But I have noted the comments which Mr. Gillis has made, and shall be glad 
to bring them to the attention of both Mr. Prudham and the Hon. Mr. Howe, 
although I think they are Mr. Prudham’s responsibility now. 

The Cuarrman: Are there any further questions in regard to any other 
paragraph of the letter prior to the paragraph concerning employees’ pensions? 

Mr. Futon: Yes, Mr. Chairman, the paragraph immediately preceding 
that where you say: 

.. . the evidence is clear that extensive capital programs must be 
contemplated in the coming years in order to bring the system to an 
appropriate state of readiness in both equipment and facilities. 


May I ask whether those contemplate anything over and above the budgets 
which you presented to us last year and this year? 

Mr. Gorvon: Yes. I have a program which contemplates expenditure on 
a basis which is beyond the existing budget which I have before the committee 
and, as a matter of fact, I have submitted to the government for Order in 
Council approval the purchase of various types of equipment which will not be 
included in the 1951 budget but which will be in some future budget. That 
program has been laid before the government and there have been certain Order 
in Council approvals of it. 

Mr. Futron: Obviously I should not ask you anything which would reveal 
information of a competitive nature as to your intended additions. 

Mr. Gorpon: I would suggest, Mr. Minister, that since these are Orders in 
Council and since they deal with equipment and purchases, that this question 
might be better dealt with in the regular budget review when we come to it. 
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_ Hon. Mr. Cueveir: Yes, if it is agreeable to Mr. Fulton. 

Mr. Fuuron: Yes, I would be glad to agree. But what sort of capital struc- 
ture over and above the ordinary annual budget do you visualize? Can you 
give me an answer to that without saying things which you would not wish to 
say because of competitive considerations? : 

Mr. Gorpon: No. I think I can give you that when we come to our budget 
on analysis—I mean the program which we have definitely laid before the 
government having to do with the purchase of equipment and the placing of. 
orders in advance by reason of the fact that these days it is essential to get on 
to mill schedule in advance. | 

Mr. Fuuton: Is the type of purchase which you have in contemplation con- 
fined to the addition of capital betterments to your existing facilities, or does 
it embrace a program of expansion? 

Mr. Gorpon: It includes an estimate of increased traffic but I am talking 
about the question of equipment. 

Mr. Futon: For example, are you considering buliding a railway into the 
Yukon or anything of that nature, something to open up the north? Is it that 
sort of thing you have in mind when you speak of a capital program? 

Mr. Gorpon: No. What I am talking about is the request we have made to 
the government, which they have approved, as fast as we put it before them, 
covering the purchase of equipment which may not come into our annual 
budget until 1952, 1953, or 1954. It is a planned budget. 

Mr. Fuuton: I agree with you that we can discuss it better when we come 
to the budget. 

Mr. Fraser: I do not know if I am allowed to discuss it at this time, but it + 
was brought to my attention that the line between Coniston and Kincardine, the 
passenger end of it is to be done away with and that it is just going to be freight. 
It runs a distance of some 82 miles. 

Mr. Gorpon: We have an application for that before the Board of Transport 
Commissioners. It is now being considered by the board. That is the same kind 
of change we discussed before. : 

In connection with our study of that particular service we believe that we 
can substitute a highway service in the form of bus or truck to handle passengers, 
mail and express and give a better service, and to make a definite economy in 
respect to rail operation. 7 

Mr. Fraser: Did you take into consideration the fact. that that section is in 
the snow belt and that there might be a week at a time during the winter when 
it would not be possible to carry out that service? 

Mr. Gorpon: That matter will be part of the evidence to be heard by the 
Board of Transport Commissioners. Our submission is before the board. 

Mr. Griuuis: Does not the provincial government keep the highways open? 


Mr. Gorpon: Mr. Dingle reminds me that J] am a little ahead of myself and 
that we have not yet actually filed our application with the Board of ‘Transport 
Commissioners. But we are in the process of discussing it with the municipali- 
ties, and we are listening to their representation in respect to it. After that is 
done, we shall determine whether or not to forward our application to the Board 
of ‘Transport Commissioners. 

Mr. Fraser: You say you are doing that now? 

Mr. Gorpon: We are doing that now. We are having discussions with the 
municipalities and listening to their representations. 

Mr. Fraser: It was brought to my attention about the snow in that district, 
and that the highway plows cannot keep up with the snow sometimes, even the 
rotary plows. 
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Mr. Gorpvon: That will be a question of fact which we shall consider when 
we deal with the final application. We would expect to show that under any 
reasonable conditions we could service the community. 

Mr. Fraser: There are some sections in there which are not served by roads, 
I mean there are just side roads, not main highways. 

Mr. Gorpon: That is a thing on which the Board of Transport Commis- 
sioners will have to form judgment when we make application for abandonment 
of the line. At that time all interested parties will have their day in court. Gen- 
erally bias is usually against us, including the fact that the people who make 
representations come down by bus or by automobile to tell us that they must have 
a railway passenger line. 

Mr. Fraser: A case was brought to my attention today where in the summer 
ice cream for a number of stores and hotels came in there by bus or by truck. The 
station agent did not inform those people who were getting the ice cream that 
they could have brought it in much cheaper by railway, saving 75 cents on a can 
shipping it in by railway. 

Mr. Gorpon: Well, I would be glad to look into that lack of salesmanship. 

Mr. Fraser: They just discovered that, I believe, last summer. It should 
have been railway business. And I think that in some cases where you are doing 
away with the railway line, if only the proper initiative was brought to play, 
you would get sufficient business to carry on and you would not have to do away 
with the line. 

Mr. Gorpon: That is the sort of generalization that ‘is always made in 
hearing these cases and I can assure you that these kind of things are sifted very 
thoroughly by our people before we make application. In such a position as 
this we find it likely that the bias will be against us, so anything of that kind, I 
am certain, would come out in the course of review. If we did not produce it, 
somebody else would. 

Mr. Fraser: You would be biased before you started in with 1t? 

Mr. Gorpon: I would not be biased until I formed a judgment on whether 
we had a case. But after studying it and reaching a conclusion that we did 
have a valid case, I would be biased in the sense that I would authorize the 
application for abandoment to go forward before the board. 

Hon. Mr. Cuevrrer: We had a very full discussion of this matter during 
the discussion of the estimates of the Department of Transport. I have received 
quite a number of representations protesting against the withdrawal of this 
service and have brought them to the attention of the railway. But I have also ~ 
made it quite clear that in this instance the railway’s proposed action is dictated 
by the need for economy and that they have no alternative but to find other 
means of serving the district. 

As Mr. Gordon_has clearly pointed out, the people interested will have 
their day in court and all individuals who want to protest against the with- 
drawal of the train service between Coniston and Kincardine will be heard. 

Mr, Fraser: It is the passenger service I understand which is to be with- 
drawn. The freight service would be continued. 

Mr. Gorpon: Passenger, mail and express, yes. 

Mr. Fraser: The railway is paid $25,000 to carry the mail. I wonder if, 
when you are snow-blocked in the winter, it would be possible, if you do away 
with the passenger service, to institute during that time a service by bus or by 
passenger car? | 

Mr. Gorpon: Our general approach to a matter of this kind is that we 
recognize our obligations and when we withdraw a service, we recognize our 
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obligation to provide a service to the community in some alternative way. If 
any difficulty should occur such as you describe, I am sure that an effort would 
be made to provide an emergency train. | : 

This whole subject is typical of the difficulties you set me as president of the 
railroad in running it in a businesslike way. I have before me a number of 
situations where, according to any business standard, we should apply for 
abandonment, and we should apply an alternative service. But the very people 
who are shocked to find: that the Canadian National Railways cost the tax- 
payers money continue to resist our efforts to economize. 

Mr. Fraser: I agree with you but at the same time you took over the 
railroad in the riding of my friend from Temiscouata and it was not paying. 

Mr. Gorpon: You say that I took it over? 

Mr. Pouuior: For your information, Mr. Fraser, a gentleman who is a 
prominent lumberman and who was president of the Canadian Lumbermen’s 
Association two years ago, asked for 5,000 cars. Mr. Dingle can say that it is 
a fact. This lumberman asked for those cars for shipments from Whitworth. 

Mr. Fraszr: 5,000: cars? ; | 
Mr. Pounior: Yes, 5,000 cars. But the cars were not available last winter. 
It is going to be a booming business. 

Mr. Fraser: I am glad to hear thats 

Mr. Pouttot: Just you wait and see. 

Mr. Fraser: If my hon. friend from Temiscouata has anything to do with 
it, it will be booming. 

Mr. Poutior: Thank you, sir. 

Mr. James: There is a line down in our area from Port Hope to Millbrook, 
which is the next station past Palmerston. The Board of Transport Commis- — 
sioners has ruled in favour of the Canadian National, allowing them to abandon 
it. My only hope is that before the Canadian National sees fit to abandon that 
line—there is a considerable rumour of industrial development in that particular — 
area around Port Hope which I believe will be of great importance if it goes 
through, to the Canadian National. It may not include the service on the — 
whole line from Port Hope to Millbrook but on the other it may. But I 
repeat that my only hope is that, before abandoning that line, you will check ~ 
with the Port Hope people and bring yourselves up to date on the matter before i 
you decide upon abandonment. | . q 

Mr. Gorpon: I might say that representations have already been made 
to me by the Port Hope people and you may rest assured they will be given full 
consideration before we actually take action under the authorization by the 
board. 

Mr. Fraser: Peterboro was also represented there and I know that back 
in 1944 we interested ourselves in the matter and we kept the line open at that 
time. In fact, I had quite a lot to do with it. 

Mr. Macponngeuu: Do I understand from Mr. Gordon that in cases such 
as this the railway has the right to operate trucks or buses itself? I had the 
opposite impression but I gathered from him that the railway can offer such 
a service. 

3 Mr. Gorpon: Well, it varies across Canada. Local conditions are not 
the same and when we do suggest an abandonment and offer to provide a highway 
service we first establish that we can get the necessary licences and permits. 

Mr. Macponneuui: From the provincial authorities? 

Mr. Gorpon: Or alternatively, if we cannot do it someone else will do it 
for us, but it is part of the case we make to the Board of Transport Commission- 
ers. We have to show the Board of Transport Commissioners that we are 
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prepared to provide an alternative service and are able to do it, so In some 
cases we get a permit to do it or in some cases where we cannot get a permit 
we will hire someone to do it for us. 

Hon. Mr. Cuevrrer: In any case, an application will have to be made 
before the Municipal Board of Ontario for such a permit. 

Mr. Gorpon: Yes, it would depend on what locality it was in. 

The CuarrMAn: Any further questions? 

_ Carried. : 


Now, we have reached employee pensions and before doing that there are 
two matters I would like to bring up. The member for Restigouche-Madawaska 
who is not a member of this committee spoke to me indicating that he would 
like to speak on this question to the committee. I suggested to Mr. Dube that 
perhaps he would be contented with writing a short letter and having a letter 
appear in our stenographic report. 

Mr. Poutror: Mr. Dube is right here, Mr. Chairman. 

The CuarrMANn: Yes, I see him but I thought perhaps since he has indicated 
that he is satisfied with that. that it would be preferable if I would simply pro- 
duce the letter. 

Mr. Poutior: Perhaps Mr. Dube will have some new facts to bring before 
the committee and if the committee has no objection he could be heard. 

The CuairMAN: He could be heard but I think he should be heard after 
the matter has been discussed or at the end of the discussion, Mr. Pouliot. 

Mr. Povuior: I give in'to you, sir, to do as you wish. 

The CHairRMAN: The other point I wanted to mention is one that is rather 
embarrassing to me and I am in part to blame. During the lunch ‘hour two 
members of the committee have indicated to me that they, in their opinion, 
are entitled to the floor when this question of employee pensions is called, Mr. 
Knight and Mr. Mutch. 

Mr. Murcu: If that is causing you any concern it makes no difference 
to me. I am not going to make a speech, I want to ask a couple of questions 
‘and if it is of any concern to Mr. Knight I will not argue about 1t. 

The CuarMan: I think the chairman should be fair and as I say, I am 
in part to blame as I would like to indicate. When the matter was first men- 
tioned it was first mentioned, Mr. Knight, by Mr. Mutch, and I perhaps choked 
him off probably more quickly than I should have done. He raised the question 
first at page C-3—I have checked the stenographic report—but I did not give 
him an opportunity. Then, later, you, Mr. Knight, brought the matter up. 

Now, in view of those circumstances I believe that I should rule that Mr. 
Mutch has the floor. 

Mr. Knicut: On a point of order, Mr. Chairman, I may say that I brought 
the matter up not on question 3 which has no connection with the matter but 
on paragraph No. 9. . 

The CHAIRMAN: I was referring to page C-3 of the stenographic report of 
what took place yesterday. I checked the stenographic report as I wanted to 
be fair in this. 

Mr. Murcu: Under the circumstances, my only point of raising the urgency 
was that I would like to get away before six o’clock this afternoon. I have 
not a prepared memorandum with regard to this but there are a few remarks 
I would like to make. My impatience is with the chair and not with Mr. 
Knight. But, if he is ready, it makes no difference. 

The CuatrMan: Go ahead, let us have it. 

Mr. Murcu: You stated in this paragraph, Mr. Gordon, that one of the 
by-products of inflation, which is engaging the attention of management, is 
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a need of adjustment of the system of pension plans. I am very well aware 
that this particular question divides itself into two phases. There is the phase 
which concerns those former employees of the railway who are today pensioned 
on a minimum pension, in some cases as low as $25 per month, and I am 
aware that their problem and plight fits in somewhat with the general plight 
of other superannuated civil servants and that is the attitude which the 
government has formally taken. For the moment, while I have strong views 
on that question which I have made known previously in the House and else- 
where, what I wanted to concern myself here with was the question of the present 
negotiations which I understand both from management and from some of 
the men concerned are presently going on; I should like to have, if you can 
give us any idea of the nature and extent of the progress being made between 
management and representatives of the employees with respect to the establish- 
ment at the present time of a higher basic pension for those currently employed. 

I do not know whether it is impossible in one discussion ¢0 reconcile the 
position of those who have been retired already with ‘those who are being 
employed now or are still employed but I do think it would be of advantage to 
the committee and certainly it would be of advantage to many of the people 
whom I represent here, if they might have something from you in the nature 
of a forecast of what is to be expected or what management expects from the dis- 
cussions which are going on. 

Although, I think perhaps I represent one of the largest Canadian National 
constituencies in western Canada, if not the largest, and while I know the 
importance which is attached to this question, not only by those employees 
themselves but by others in the community, I have refrained up to now from 
making any attempt to speak of it in the House or to engage in any discussion 
on it at all, and I would be content for my part if we could get an indication 
from Mr. Gordon, first of all, of the satisfactory nature or otherwise of the 
negotiations going on and a forecast, if he feels that he can make it as to what 
we may expect in the immediate or near future with respect to the upward hike . 
of the basic pension of those being employed and currently employed. 

Mr. Pouutor: If you have strong views on the matter why do you not 
present them now to the president of the Canadian National Railways? Why do 
you not try to impress on Mr. Gordon your strong views? You stated you have 
strong views, so why do you not express them here? 

Mr. MotcwH: With your permission, Mr. Chairman, I think if Mr. Pouliot 
had listened to me as carefully as he usually does— 

Mr. Poutior: I listened carefully to you in the House last year and you 
complained about the pensions and I would like you to explain the same thing 
to Mr. Gordon before the committee. 

Mr. Murcu: Regarding my remarks with respect to my strong views, I 
was dissociating myself from the remarks of retired civil servants generally and 
those who have already retired. It was at that time that I said I expressed 
strong views but I went on to say with respect to my remarks I was confining 
them at this moment to the question of the basic pensions for those currently 
employed. 

Mr. Pouttor: It is just as clear as mud. 


Mr. Gorpon: Well, I will try to clear it up a little. The first thing I 
would like to say to Mr. Mutch is that I want to disabuse anybody’s minds of 
any impression they may have that the Canadian Nationa] management needs 
to be prodded into a consideration of the pension fund situation as it exists 
today. The management of the Canadian National Railways has been very 
conscious of this situation and one of the first things I did following my appoint- 
ment was to formalize the appointment of a committee of executive officers to 
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study and make recommendations for the revision of our pension plan and to 
review the experiences and practices of other organizations as well as the 
changing concept of pension fund matters over the past fifteen years. 

At the same time we also took steps, and I would like Mr. Gillis to notice 
this particularly, we took steps to secure the views of representatives of labour 
organizations feeling they would be of considerable assistance to us in really 
assessing the sort of views that labour generally have on this subject. The com- 
mittee to which I have referred has worked very hard over the past several 
months and while they have not yet completed their assignment I can say that 
considerable progress has been made and they are about ready to submit to 
me a tentative report on the main principles. That will, of course, in due course, 
involve the estimation of costs. 

_ Now, that covers the general approach that Mr. Mutch has made because 
included in that review we will consider the questions which he has raised. 
I may say that only last week I had a personal interview with Mr. A. A. 
Hutchison, who is the Chairman of the General Chairman’s Association of the 
Canadian National Railways and to him has been entrusted the policy con- 
siderations affecting the whole question of pensions and following the remarks 
in the House by Mr. Diefenbaker and Mr. Knowles, Mr. Hutchison took occa- 
sion to write them a letter expressing the views of labour, and he sent me a 
copy of that letter. On inquiry as to whether or not he would have any objection 
to my placing that letter before the committee he said he would be quite satis- 
fied if I did. So the best thing I can do to put this whole question in perspec- 
tive is to read that letter. 


It reads: 


THE ORDER OF RAILROAD TELEGRAPHERS 
CANADIAN NATIONAL RAILWAY SYSTEM 
Division No 43 


Winnipec, MAN. 
April 12th, 1951. 
Mr. John Dinrenpaker, M.P. 
House of Commons, 
Ottawa, Ontario. 


Mr. Stanley Knowtss, M.P., 
House of Commons, 
Ottawa, Ontario. 

Gentlemen:—It has come to my attention that you asked some questions 
of the government in connection with C.N.R. pensions and I would understand 
that it is your intention to ask further questions before the special committee 
probably next week. ° 

I wish to assure you, on behalf of the C.N.R. employees, that your interest 
in this matter is very sincerely appreciated and we know the sincerity of your 
desire to improve the condition which we know only too well to be very bad 
indeed? 

However, I would like to give you an outline in brief of the situation as it 
is at the moment. 

Through our General Chairmen’s Association we have been trying for some 
years to effect improvements but have met with no success or encouragement 
until quite recently. 

At our annual meeting, held in November 1950, we had the pleasure of 
having Mr. Donald Gordon, President of the C.N.R., to address a Joint meeting 
of our association and the representatives of the Canadian Brotherhood of 
Railway Employees. The combined meeting represented practically all organ- 
ized labour on the C.N.R. 
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At our request Mr. Gordon spoke on the subject of pensions and told us 
that he realized that our present pension plan is inadequate and outdated. He 
promised to set up a committee of railway officers to meet with a corresponding 
number of representatives of organized labour to undertake to revise the exist- 
ing rules. 

He fulfilled his promise and set up a committee of high ranking officers. We, 
on our part, selected a committee of Labour representatives drawn from the 
Canadian and International unions. 

Negotiations have been carried on by the joint committee in a very co-oper- 
ative atmosphere and we have now reached the stage where certain concrete 
proposals are being considered and the proposals have just been submitted to 
actuaries for their report and advice as to the cost to employer and employee of 
the various plans which are now under consideration. 

It is expected to take at least six weeks to get a report from the actuaries 
and following the receipt of that report it is intended that we proceed as rapidly 
as possible to revise the pension rules. 

I feel very sure that we are finally on the way to completing a very satis- 
factory revision of the rules and that it will not be delayed any longer than is 
absolutely necessary. 

One of our prime objects is to improve the status of those who are now on 
pension and we have reached tentative agreement on what can be done to 
improve their situation but our plan is dependent to’a great degree on the action 
of the government in regard to the institution of an old age pension at age 70 
without a means test, and we earnestly solicit your continued support of that 
project. | 

As I said previously we appreciate your action in asking questions and your 
interest on behalf of the employees whom we represent. I wished to give you the 
facts in the matter and to say that I doubt that our interests would be advanced 
in any way by pressing the government or the railway officers for additional 
information at the present time. 

I fear that pressure exerted now might result in hurried decisions which would 
not be as satisfactory as those we hope to reach by negotiations now in progress. 

It would be appreciated if we could continue the present negotiations to a 
conclusion along the lines on which we are working. 

If the conclusions reached are not satisfactory we will then hope to have the 
privilege of calling on your good selves and all our other friends in the House for 
such assistance as is necessary to reach a satisfactory solution of our problem. 

In all fairness I cannot do other than say that I believe Mr. Gordon and his 
officers are doing all that is reasonably possible to cooperate with us in our present 
efforts and the fact that this revision has been so long delayed is not the fault 
of the present administration of the railway. 

I should have stated that I was elected to act as spokesman for the committee 
which was set up by the Canadian and International Unions in matters pertaining 
to the revision of pension rules so that you may regard this letter as being from 
the elected representative of the employees. 

Again thanking you for your interest on our behalf and trusting that you will 
find it Mpessthle to comply with my suggestion that you do not press the matter 
too much at this time, I am, 


Yours very sincerely, 


(Sed.) A. A. HUTCHINSON, 
Chairman, General Chairman’s Association, 
Canadian National Railways. 


Mr. Fuuton: You said that letter was addressed to Mr. Knowles and Mr. 
Diefenbaker, and that you yourself received a copy. Did anyone else receive a 


copy? 
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Mr. Gorpon: Ido not know any more than what the letter shows—that a 


carbon copy was sent to the Hon. Lionel Chevrier, Minister of Transport 


and Mr. Donald Gordon. 
Hon. Mr. CuHEvrier: I received one. 


Mr. MacponaLp: I would like to express a word of thanks to Mr. Gordon 
for placing that information on the record. 3 


Mr. Knicut: May I now ask a few questions? 

Mr. Giuuis: I wonder if I might just say a word in reference to that letter. 
I am not going to discuss pensions at all but I am very glad to hear that letter 
read. I think it is a very sensible letter and it also indicates to me the progress 
the management is making in linking up with the employees. That was not the 


ease when Mr. Gordon came before us the first time and I think it was myself 


that suggested that the road to good relations was by working closely with the 


elected representatives of the employees. I am glad to see that Mr. Gordon has 


done that. 

I think now that Mr. Knowles and Mr. Diefenbaker have been advised that. 
the management is co-operating and that they are working out a formula on this 
very vexing question of pensions they will be quite satisfied to let the matter rest 


with the management and the employees—the two parties affected. I take that 


letter as an indication that Mr. Gordon has taken some sound advice from this 
committee last year and it is paying dividends and they perhaps can arrive at a 
solution. 

Mr. Knicut: May I, before I start these few questions, say in regard to the 
order of preference between myself and Mr. Mutch, on which the chairman has 
referred me to a place in the minutes which show that Mr. Mutch has precedence 
over myself, that there is no reference anywhere that I can find. 

The CuHarrMAN: You will find it. 

Mr. Knicut: I would be pleased if you would indicate the place. 

The CHAIRMAN: We had a long-winded discussion on box cars and moving 
wheat and your interruption— 

Mr. Knicut: My interruption was after Mr. Gordon read his preliminary 
report— 

The CHAIRMAN: Yes. 

Mr. Knicut: Let me draw this to your attention. I asked if the matter of 
pensions was in order at that time and you said and the committee agreed that it 
would be better left until the details of the report had been taken. I then withdrew 
and you said that you would write down my name as having priority on 
pensions— 

The CuHairMAN: Well— 

Mr. Knicut: Let me finish the story. 

The CHAIRMAN: I want to correct you if I may. That came up under 
the heading of employees compensation and at that time I made a notation on the 
forwarding letter under “employee relations”: “Mr. Knight”. If you will hand 
me the record I will be glad to turn it up for you. 


“Mr. Knicut: May I say the reference you have given to Mr. Mutch’s 
claim for precedence does not at all mention the matter of pensions but simply 
says— 

The CuatrMan: I indicated, I was in part to blame. 
Mr. McCuttocu: What difference does it make which one-brought it up? 
Mr. Knicut: May I say I am simply justifying the position of being a 


j little impatient about the order of business. 
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Mr. McCuttocu: Let us get on with the business. 
Mr. Mutcu: For my share I offer my apologies. 
Mr. Knicur: There are no apologies required, Mr. Mutch. I was only © 
explaining my apparently stubborn position in the matter. 

Mr. Povuuior: If I am permitted—or have you got something else? 

Mr. Knicgur: I want to ask a couple of questions. First of all I want to— 
know for the record, and I am not going into a discussion of the three 
types—service, contributory and so on, but what is this basic pension in the 
matter of amount in terms of dollars per month? 

Mr. Gorpon: The basic pension, which is a free pension in the sense that — 
it takes no contribution from the employee, is a free pension of $25 a month 
subject to the rules of the fund. j : 

Mr. Knicut: How long has that amount been in existence? 

Mr. Gorpon: Since 1935 when the pension fund went into existence. 

Mr. Knicut: There has been no increase since? | 

Mr. Gorpon: There has been no increase in the basic free pension. 

Mr. Knicut: Presumably that pension would be based on shall we say, 
to some extent, the need of the time and the cost of living at the time? 

Mr. Gorpon: Yes, but that is my trouble. It is so difficult to discuss 
any specific questions without having to clarify or elaborate. The basic pension 
was a free pension but attached to it was the right of the employee to make 
contributions up to 10 per cent of his wages. The company undertook to match 
similar contributions up to 5 per cent and the accumulated moneys accruing 
therefrom would be added to the pension. 

Mr. Knicut: What is the comparable pension of the C.P.R.? 

Mr. Gorpon: We can talk for hours when you start comparing pension 
plans but, broadly speaking, in respect to the basic pension, the C.N.R. pension 
is still more generous than the C.P.R. pension for the reason it is a free pension ~ 
and the C.P.R. pension is a contributory pension—3 per cent I think is the 
amount. Let me put it this way. If the interested ‘C.N.R. employee had 
contributed to the C.N.R. fund 3 per cent of his wages in the same manner 
as he would be required to do in the C.P.R., then the end result when he went 
on pension would be that the money which he had accumulated, plus what 
the ‘C.N.R. had deposited in his favour so to speak in the pension fund, plus 
the basic free pension, would on the average yield a larger pension than the 
C.P.R. I am referring to the lower brackets; I am not referring to the salaried 
officers. 

Mr. Knicutr: I understand. Whose responsibility is it to increase these 
pensions if it is decided that they shall be increased? Is it in the hands of the 
pension board? 

Mr. Gorpon: Are you talking about the basic pension? 

Mr. Knicut: Yes. 


Mr. Gorpon: Well that again is a difficult thing to answer. It would 
first of all require a recommendation from the pensions committee. It would 
then require recommendation from myself, as president, to the board of 
directors and, assuming the board of directors agreed with it, it would be a 
matter which would require approval of the government in one form or another. 
I am not dealing with the legal aspect of it, I am dealing with the practical 
aspect. 

Mr. Knicut: Would there, in your opinion, be any validity to the assertion 
that these pensions—or the amount of them—were tied up with any other 
pensions enjoyed for instance by civil servants or any other classes? 

Mr. Gorpon: I do not know how to answer that except to say that the 
C.N.R. pension fund is not a fund you can compare with another broad eroup. 
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We are trying to make comparisons now but it was a pension fund set up at 
that date representing the practical solution at that time, and it had in mind 
the atmosphere of the day, if you will, and everything else that went into iby, 


Mr. Knicut: Times have changed? 
Mr. Gorpon: Times have changed and that is why I have told» you our 


_ committee is looking at the sort of changes that have taken place. 


Mr. Knicur: What you say in the report is they are considering revision 
in the pensions of those retiring. I am interested in the pittance of those who 


have already retired and I have here answers given by the assistant to the 


minister in Hansard at page 1129 and following. I find what I ask you to 
corroborate—that there are certain people who are retired and who are in 
receipt of a pension of less than the basic amount of $25, to the number of 
some 100. Secondly, according to information given in the answer there are 
3,256 persons who are in receipt of the actual amount of $25. 

_ Mr. Gorpvon: Well I can clear that up in a moment. The basic pension is 
the free basic pension which went into effect in 1935. The basic pension has 
been $25 a month but there are some employees on pension who are covered 


- by a pension fund which was in existence before that date. There are 24 of such 
employees who are in receipt of less than $25 a month, and that number refers 


to the old plan in effect before 1935. 

Mr. Knicut: Then those who are in receipt of exactly $25 a month are listed 
in Hansard, by the answer I suppose of the C.N.R., as being 3,256? 

Mr. are That would be correct. 

Mr. Knicut: That is correct.. Then would my calculation be fair, and I am 


7 thinking of the basic old age pension in the country being $40 a month, that there 
- are now 7,000 retired Canadian National employees who are receiving under 


$40 a month—which is the basic amount of the old age pension? 

Mr. Gorpon: You are about right I think. 

Mr. Brnipickson: Of course, some of those are in the age group 65 to 70 
who receive no old age pension. 

Mr. Gorpon: Again there is some qualification but around 7,000 would be 


right. 


Mr. Knicut: Well I would like to ask you something on this paragraph, 
which I shall call paragraph 9 in the report—the one which we are discussing: 
One of the by-products of inflation which is now engaging the earnest 
attention of Management is the need for adjustment of System pension 
plans if the decline in the value of money and its effect on retiring 
employees in the lower pension brackets is to be recognized. 


Does that mean exactly what it says or does this mean revision in the amount 
received by those already retired—or is it to be like the superannuation of civil 
servants in which we make plans for the future but we do not take into account 


the pitiable condition under which those people live who have already retired? 


Does this, for instance, cover the revision of pensions for those who are already 
in receipt of pensions, or is it merely a plan for the future in view of the increased 
cost of living and all the rest of it? 


Mr. Gorpon: Well you see this is indicative of how we get from one question 


-to another on this, and it is endless. The fact of the matter is that the people 


who are on pension have a contract for life. They have a contract for life and 
there is no way in which we can legally amend that contract without their consent. 
Mr. Kniceut: I think it would be forthcoming? 
Mr. Gorpon: Well it just shows you how many implications there are. We 
have been considering a plan whereby we can bridge the gap between 65 and 70, 
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until we get into the old age pension bracket. In respect of employees to be — 
retired that is fairly easy because we can talk to them while they are our — 
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employees and if the government agrees with our plans we would not expect — 


much difficulty there. But, before we can make that applicable to employees 
who have retired they would have to be searched out and give up an existing 


contract—about which they would be suspicious. They would not believe the — 
C.N.R. was going to give them something better. We would find it difficult to — 


break that down, and remember also these men are old men and they are not 
too competent to judge what is in their own interests, and so on and so forth. 


So, I cannot give you any assurance whatever that the plan as finally agreed © 


upon will be made applicable to retired employees. 

Mr. Knicur: Would it be a fair position—and there is nothing personal in 
this—to say that it is a perfectly satisfactory arrangement to the railroad, in 
view of what you have said about the old age pension as such, the government 


has been taking over; that it is a fairly satisfactory arrangement to the railroad — 


that there are presently 4,000 retired people who are receiving less than the old 
age pension, so that when and if they reach an old enough age the government 
will assume the responsibility that the railroad is now undertaking. 

Mr. Gorpon: No; now, that is not quite it. The plan we have in mind will 
still cost the railway exactly the same as the present contract extended would 
cost, but I cannot make it clear without going into the details of the plan. I do 
say the plan we contemplate is not going to save the company money or cost it 
less for these retired employees. 

Mr. Knicut: I am glad to hear that. My last question is: in view of the 
success of this report—and I congratulate you, sir, and the railroad upon it— 
in view of this report which states that the income deficit has been reduced from 
$42 million to $3 million, do you not think that the time is here and now when 
some increase, some consideration—call it what you like, charity or a gift—lI 
presume there is no legal argument why they should have it—should be given 
to these people. Taking into account this inflation, taking into account the 
difficulties these people are under due to the cost of living in which they have 
had no part and in which they had no share; taking into consideration that these 
are the men who have built up this country in rail service—do you not think 
that something should be done for those people, at least for those people who 
are receiving, shall we say less than $40 a month; or if you wish, $25? That 
is the object of the whole series of questions. 

The CHatrrMAN: Mr. Pouliot? 

Mr. Knicut: Mr. Gordon has not answered my question. 

The CuarrMan: I think he has already answered it. 

Mr. Knicut: I did not hear the answer. 

The Cuarrman: Has he not already answered it? 

Mr. Pounior: He did when he read the letter. 


Mr. Knieut: I was going to suggest that the logical place for the answer is 
at the end of the question. 


Mr. Gorpvon: Well, of course, you are summarizing the question in too 
narrow limits for me to answer intelligently, because as I have said already we 
must discuss our final plan with the government and get their approval. The 
government has already indicated—and I think I am not expressing government 
policy by simply repeating what has been said already—that in regard to any 
adjustment which must be made in respect of retired C.N.R. employees that the 
government must necessarily consider other types of people who are in similar 
circumstances. They have said that repeatedly, but I hope I will not be drawn 
into any long discussion. As a result of our discussions we hope to come up with 
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a plan which will certainly help considerably, but you can impede the measure 
git you try to fix a definite plan at this time. 


; 


Mr. Knicut: I would like to say that the record of the Canadian National 
in that regard is very good. It has been better than that of the Canadian Pacific. 


I am speaking particularly of the men who went out on strike in 1919. I think 
that perhaps in the light of the record here that you may regard the position 


of the Canadian National Railways ‘as not so good. 
The CuHarrMANn: Just a second, Mr. Knight. 


Mr. Gorpon: I wish you had not said that of the Canadian National Rail- 
ways, because, as I said at the beginning, the Canadian National Railway 
management is very seized of this pension problem and has been for some con- 
siderable time. There is no lack of sympathy on the part of the Canadian 
National Railway management, and I think Mr. Hutchinson’s letter makes that 


abundantly clear. 


Mr. Knicurt: In conclusion may I say that I did not get a clear answer on 


the comparison of this road with the C.P.R., which is the question I asked. I 


quite agree that there are many applications. 
Mr. Poutior: Mr. Chairman, I wish to thank Mr. Gordon and the manage- 


ment. I am satisfied that they are all doing a good job; but I do hope they will 
give kind consideration to a memorandum submitted to them by old people 
and by the unions. Now, as Mr. Gordon knows, in the system there are quite a 
number of pension plans. 


Mr. Gorpon: There are, what? 

Mr. Pouttor: There are several different pension plans. 

Mr. Gorpon: Yes. 

Mr. Pouutor: I am going to start with the first one, that of the Inter- 


colonial and Prince Edward Island pension fund, which was established by 


the government; and at the time all railway employees were government 
employees, just as much as any civil servant here in Ottawa today is; and 
they were all paid by the government, they were government employees; and 
their salaries were very low although the government was paying its share of 
the amount; and it is now still the same thing. 


Mr. Gorpon: I can say this to you, Mr. Pouliot, on that; that any people 
who were members of the I.C.R. pension fund at the time of the amalgamation 
have retained the rights which they then had. I can also say to you that the 
I.C.R. pension fund was a very generous one, and the surviving members 
of that fund have far better benefits, it is in no way comparable with the 
rest of the Canadian National Railways. 

Mr. Pouttor: I can tell you, Mr. Gordon, that there are many of these 
people who receive a very small pension and I have here a petition which was 
given to me some time ago. I do not know to whom I should give the original 
copy and to whom I should give the other—whether to Mr. Gordon or the 


- minister. 


Mr. Fuuron: Let the chairman decide. 
Mr. Povuror: I will give it to the chairman and he will act as King 
Solomon, Thank you. Mr. Gordon, I cite to you the case of these people in 


the hope that they will receive your earnest consideration. 


Mr. Gorvon: Thank you. We will look after it. 
Mr. Pounsor: And the kind consideration of the management. I know 


some of these old engineers many of whom worked with the Inter-colonial 
Railways some years ago, and they were getting $1.25 or $1.35 a day, with 


— 
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the result that the basis of their pension was very low; and I know that many 


of them live in very difficult circumstances. They are old and faithful employees | 


and they deserve a better pension. 


Mr. Gorpon: May I say this, Mr. Pouliot, that as a general statement — 


any person receiving benefits from the I.C.R. pension fund receives nearly 
twice as much as the same type of employee in the rest of the Canadian 
National system. 

Mr. Povuuior: Of course, there are many kinds of pensions. 

Mr. Gorvon: As I say, the general benefit is almost double the average 


of the rest of the system, so in making an examination of this and expanding 


the pension fund Iam glad to be able to take this case on because it 1s much 
easier than many I have had:to look at. 

Mr. Povuuior: Yes, and besides that you get some consideration from the 
dominion government. There is a precedent for that, is there not? 


Mr. Gorpon: May I say that we have this year through C.N.R. funds, | 


contributed $3,288,000 into this fund, which definitely is far beyond what the 
railway was intended to assume at the time the amalgamation was made. 

‘There is nothing in the I.C.R. that needs any apology. 
Mr. Pouutor: No, but you see there are several systems of pensions. There 


are many of these retired employees whom I know and whose cases I could | 


bring to your attention, but I will not do that today. 1 want to present the case 
just as it stands and I want the management to give it as full consideration 


as may be possible. I am bringing this matter to the attention of Mr. Gordon, — 


and the minister; and I am satisfied that what is being done will apply, as 
I understand it, to all railway men, and to the men who are not under any 
pension scheme. Is that so? | 

Mr. Gorpon: I am ready to say specifically at the moment that in all 
probability it would not apply to the I.C.R. 


Mr. Poutsor: Well, is there some provision for these men? I refer to the — 


men who are working on the Canadian National Railways and have been 
working there since the amalgamation of the I-C.R. and the Transcontinental 
Railway and the Grand Trunk System. Those people are not in the same case 
at all as the people who were contributors to the I.C.R. pension fund. 


Mr. Gorpon: There is no person under the I.C.R. pension fund plan, who 
thinking of his own selfish interest, would transfer out of that fund into the 
C.N.R. fund, even after revision. The I.C.R. fund is a really generous fund, 
and even after any proposed revisions that I could recommend the beneficiaries 
under the I.C.R. plan would still be better off than anybody else on the C.N.R. 
system. 

Mr. Pouttor: I hope that Mr. Dube or the minister or Mr. Gordon or 
someone will make an explanation to the committee about this. I would also like 
to bring out another case, that is the case of the veterans of the Temiscouata 
‘Railway: who have been working for many years at very low salaries. . 

I will make representation in due course to Mr. Gordon and to the members 
of the committee. But in the meantime I am sure that. the committee will 
listen with great interest to what Mr. Dube has to say about the pensions of 
the men on the Canadian National. | 

Mr. Gorpon: I would like to make a comment on that because I do not 
think we should leave any impression that there has been any prejudice to 
the employees of the Temiscouata railway. 

We have given every employee on the Temiscouata railway a status which 
gives him exactly the equivalent of a Canadian National employee, just as 


though he had served all his service in the Canadian National. I do not know © 


‘ 


what more we can do. 
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Mr. Povuuiot: I must admit that they are all thankful to you and I wish 
to convey their thanks now. But there are old men who are not in a similar 
position who have worked for the Temiscouata railway Bole on 40 or more “ 
years. 

Mr. Gorpon: We have to work in accordance with a general rule of the 
- pension fund, and it is impossible for management to pick out individual cases 
and make discriminating rulings. 
. Mr. Povtior: I am not going to argue about it now. I shall do so later 
and I shall prepare a memorandum for them and I hope it will be received’ 
_ with due consideration. 


Mr. Gorvon: No doubt with your usual kindness, you will bring to our 
_.attention any specific cases which you think demand attention. | 


: Mr. Pouuior: I have to carry the burden, and I will deliver it to you. 
_ . Mr. Gorpon: Thank you. 
: Mr. Povuior: I am sure that you will take good care bf my request. 


: The Cuarrman: Mr. Fulton I think you have the floor but would you allow 
Mr. Dube to finish with his Temiscouata railway problem? 


Mr. Futon: I should be glad to. 


: Mr. Grorce: Before you leave the subject of the provident fund and the 
centre of operation of that railway, as you know, many of the staff have made 
_ representations to you in the same way as they have made them to Mr. Pouliot. 
_ There is no doubt that these men have been treated fairly. I think we would 

all agree with that statement, but we are getting into higher costs of living 
_ and many of these chaps certainly have not sufficient on which to live. I would 
like to associate myself with Mr. Pouliot in his remarks on that subject. I do 
not think I can add any more to it. 


: ~The CuatrMan: Thank you. Now, Mr. Dube. Would you have anything 
‘to add? 
Mr. Duss: I would be very pleased to tell Mr. Gordon that we have 
employees who belong to the old LC.R. pension fund who are getting today only 
_ $380 a month pension. It was based on 1 per cent with the Canadian National 
- Railways at the time—they were getting no salary. Take myself, for instance. 
When I draw my pension, I take advantage of the rise in salary which has 
been given to employees, so my pension would be raised according to the rates 
which have been given to me. But, on the other hand, these old people are 
- on pension now and they never took advantage of that rate. They were getting 
alow salary and at 14 per cent, therefore they are getting a very low pension. 
I have several representations to make. They cannot live on the pension they - 
are getting now. 
_ If I understood correctly, it seems that the old 1-C.R. pension.does not come 
- under the new negotiation. What are the railways going to do about pensions? 
If the old I.C.R. pension does not come under the new regulation that/you are 
_ to go through with, what are the old people, who come under the old L-C.R. plan, 
- going to do for a living? 
. The cost of living is very high today and these een have to go to the 
municipalities for aid, they have to ask for charity. Wiuth the pension they 
are getting now they must go to the poorhouse because they cannot live on: it. 
_ And I would like to know if the old I-C.R. pension fund will come under the new 
negotiation? | 
3 Mr. Gorpon: My answer is that I would recommend very definitely that 
they should not because they would not benefit themselves under any possible 
revision that I would think practicable. 


Fn iar 


y 
x 
: 
a] 
4 
‘ 
‘ 


132 SESSIONAL COMMITTEE | 

The fact of the matter is that the average pension paid on the Canadian 
National Railways is $556. Remember that I am talking of the average. But — 
on the LC.R. it is $1,050. So I cannot conceive of a man on the LCR. trans- 
ferring, even if he were given the opportunity to do so. : 

I have just as big a heart as anybody else; but upon my soul I do a0 see 
how we can start in to correct all the sins and errors of the past. We are not 
discussing a problem which affects only pensioners of the railway. It is a much 
broader social problem than that. It is much broader, and there are many — 
people who are getting no pensions at all, or people who are getting much lower 
pensions than the railway employees. 

Our hearts may bleed for the railway pensioners, but if we are discussing 


-. this as a matter of social conscience, I would suggest keeping in mind the fact | 


that there are lots of people in this country who are worse off. Would you not 
agree with that, Mr. Gillis? 

Mr. Gituis: Absolutely. I think it adds up to fact that what this country 
needs is an over-all social security plan administered by the federal government 
which would absorb and liquidate all of the schemes that are costing millions | 
and millions of dollars in the way of administration alone. 

I shall refrain from saying anything on the subject. I am not going to get into 
a discussion of it. But that letter was brought up, and I wish to say this: I take | 
it that the men who are now handling this problem on behalf of the employees | 
and the management are working out a formula, trying to straighten out this — 
whole pension scheme as it applies to the Canadian National. And I think that 
those who have been raising this matter in public should refrain from doing > 
so in the future. We should not get the public mind all cluttered up, but rather 
leave it with them. I think that the proper mechanics are now being employed. 
The main factor is to protect the representatives of these men who are handling 
the problem of management. And whatever we in the House or in this com- 
mittee may say about it, we cannot help it in any way shape or form. The 
responsibility hes where it belongs. 

The CHAIRMAN: Yes. 

Mr. Gituis: I see no solution in this case. -All these patches that we are 
making will never cure the problem. It goes on and on and on. As has been 
said, there are many people who are in a worse position. I can think of many 
of them. But until the government gets around to establishing in this country — 
an over-all contributory ‘retiring pension and administers it centrally, with the 
facts that they have available to them today, there is no other answer by way 
of acure. We are merely putting patches on a ship which will be a little worse 
next year and the year thereafter. I think we should leave this matter to the 
people who are paid to do this job, and to the ones who are affected. ; 

Mr. Futon: I am not going to comment on the letter which has now been 
tabled. The reading of it was done by Mr. Gordon. But I think it does raise 
one question which is important to have answered, if Mr. Gordon is able or will- 
ing to answer it and that question is: am I to take it from the letter—and I 
listened carefully to it—that the successful outcome of negotiations now under 
way depends upon the institution of this over-all contributory old age pension 
without a means test? Is that the inference we are to draw from the letter? 

Mr. Gorvon: No, it does not necessarily follow. It says: 

It would be appreciated if we could continue the present negotiations 
to a conclusion along the lines on which we are working. 

If the conclusions reached are not satisfactory we will then hope to 
have the privilege of calling on your good selves and all our other friends 
in the House for such assistance as 1s necessary to reach a satisfactory | 
solution of our problem. 
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Mr. Fuuton: No. ‘There was an earlier passage in the letter which made 


reference to the outcome of the negotiations, by the institution of a proposed 
_ national contributdéry old age pension. 


Mr. Gorpon: I shall read that paragraph again: 

One of our prime objects is to improve the status of those who are 
now on pension and we have reached tentative agreement on what can 
be done to improve their situation but our plan 1s dependent to a great 
degree on the action of the government in regard to the institution of an 
old age pension at age 70 without a means test, and we earnestly solicit 
your continued support of that project. - 

The real difficulty lies in the case of those between the age of 65 and 70 


years. That is the group of pensioners who are in receipt of the minimum of 


$25 ‘a month. 
At the age of 70, if this old age pension should go through, they will become 
entitled according to present rates to around #40 a month plus the pension of 


$25. So, at the age of 70 years, assuming that the old age pension plan comes in, 


| they will get $65 a month. 


We have a plan whereby if we take the cost of the $25. pension for life on 
an actuarial basis, that money should provide an annuity or provide an amount 
between the age of 65 and 70 which would equal what they would get at the 


4 age of 70. 
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| Mr. Fuuron: I have not been able to gather from your answer whether the 

plans now under review or under negotiation, the details of which I do not want 
to bring up because of the letter—but would the successful working out of that 
scheme depend in whole or in part upon the implementation of the national 
contributory pension scheme without a means test? 

Mr. Gorpon: I cannot comment on that. I am simply saying that the old 
age pension at the age of 70—that our plan is based on the idea that there will 
be some form of governmental old age pension payable at the age of 70. 

Mr. Futon: Without a means test? 

Mr. Gorpvon: Without a means test. 

Mr. Fuutron: That is the statement or the information that I wanted. 

Mr. Guts: That is the policy of most industries today in this country. 

Mr. Gorpvon: It is the people who are on pension that I am talking of now. 

Mr. Futton: So the only part of your plan affected is the part which might 
cover people presently on pension? 

Mr. Gorvon: That is right, in that particular area. Now the general 
revision of the situation they occupy between sixty-five and seventy will also 
be dealt with. 

The Cuarrman: Any further questions? pacts 

Mr. Fuuton: I have about three. They are just short questions. Is it a 
fact that the Canadian Pacific had increased recently its pensions to its already 
retired employees? : 

Mr. Gorpon: That is another one of those things with respect to which we 
have to answer yes and no. They did not actually increase the pension to them » 
but they did make an arrangement for an additional sum. Mr. Cooper has the 
details. ? 

Mr. Coorrr: The Canadian Pacific Railway recently announced an increase 
in minimum pensions. For those who had retired prior to 1951 the minimum 


pension became $35 a month; if they retire in the six months January to June 
_ 1951, the minimum pension is to be $40 a month; if they retire in the second 


half of 1951 the minimum pension is to be $50 a month; if they retire after 
December 31, 1951, the minimum pension is to be $60 a month. 
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Now, the figures I have given relate to contributing members of the Canadian 


Pacific pension plan. Comparisons are made between the Canadian National 


and Canadian Pacific and generally the comparison is between a non- 


contributor of the Canadian National against a contributor of the Canadian 
Pacific and when that is done you are not comparing like with hke; you will 
not get a correct comparison by that method. Syia 

If you compare a non-contributor of both the Canadian Pacific and Canadian 
National or compare a contributor of the Canadian National with a contributor 
of the Canadian Pacific then, as the president said, in the lower brackets at any 
rate the Canadian National pension is at least as good as that of the Canadian 
Pacific as of today. Further they require five years more service than we do. 


Mr. Furron: I was not questioning that statement, Mr. Cooper, although — 


I am glad to have your further remarks, but I just wanted to have it established 
for the record whether or not the Canadian Pacific did in fact increase the 
‘pension to already retired employees and I take it from your answer that 
they did. 

Mr. Cooper: They did. 


Mr. Futon: Could you tell me, if you have it readily available, what is the 
total number of retired employees of the Canadian National and the amal- 
gamated railways now on. pension? 

Mr. Coorrr: 16,425. 


Mr. Funron: There was one other statement which Mr. Gordon made, if I 
remember it correctly, in which he said that the Canadian National pension 
payments were more generous, but I think one could ask for a clarification of 
that by way of another question: The actual contribution made from the 
Canadian National Railways towards its pension fund is not as substantial,— 
it may be ample—as that amount contributed by the Canadian Pacific Railway 
from company funds. 


Mr. Coopzr: I do not think we could answer that. 


Mr. Futton: The Canadian National report shows on page 29. pensions 
$11,802,098. 


Mr. Gorpon: Again that is a question that we are not comparing like with 
like. We are not comparing the same things. The figure which we charged 
into our accounts represents—we charged, in 1950, our accounts with $12,086,472 
but that represents the cost of the pensions which have become in contract form. 

Now, I am not sure how the Canadian Pacific Railway do it, but my 
impression is that they contribute to a pension fund, we do not. We take the 
pension contracts as they fall due, and we take the money which the employees 
contributed and the amount which the company has contributed on his behalf 
and the gross amount of that money is used to purchase an annuity, and then we 
charge to the company accounts the total amount of the company’s contributions 
which belong to that particular contract. | 


Mr. Fuutron: I was not asking at the moment for comparison of what 
the pensioners received. What I am trying to make is a comparison between 


) 


what the company has to pay per man on pension by way of contribution to — 


pensions. ! 
Mr. Gorpon: That varies again because the Canadian Pacific Railway have 


_a compulsory contributory plan and we have not. We give an employee the 


option of contributing during his period of service as from the institution of 


this fund which was in January 1935. As from the time this plan went into. . 
operation an employee of the Canadian National Railways: was entitled to. 
contribute up to ten per cent of his earnings for pension or superannuation — 


purposes. 
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Now, the company agrees to ‘match contributions up to five per cent so 


that it is a fluctuating figure. It is not a company’s decision. One man may 


decide to contribute one per cent, another man two per cent, three or four per 


- cent, whereas in the case of the Canadian Pacific it is a compulsory contribution 


and therefore I think their contributions per man would tend to look higher 


than ours. 


Mr. Fuuton: I have the figures with regard to the number of pensioners 
of the Canadian Pacific Railway, numbering 11,208, and pension expense to 


the company for the year amounted to $11 million. You tell me you have 


16,000 in round figures on pension, and your cost of pension plan to the company 
was $12 million. . 

Mr. Gorpon: I will ask Mr. Cooper again to answer that because we are 
getting into technicalities here again, and we are not comparing like with like. 

Mr. Coopsr: You must read the whole paragraph carefully to understand 
the Canadian Pacific Railway situation. They say, “pension expense for the 
year amounted to $11 million. This included the proportion of pension allow- 
ances made by your company” (the Canadian Pacific Railway) —_That means 
a payment to men already on pension.—Then they say “its contributions to 
the pension trust fund”’,—that 1s a provision for people who have not yet reached 
pension status—“and also taxes imposed in respect of the employees covered by 
the United States Railroad Retirement Act’. The figures we have used first of 
all do not include anything we pay into the United States Railroad Retirement 
Fund, and we pay a great deal more than the Canadian Pacific. But we are 
not paying into our pension trust fund any amount with respect to employees 
still in service, whereas the Canadian Pacific is, and my understanding 1s that 
a considearble amount out of the $11 million is a payment by the Canadian 
Pacific Railway into the trust fund for employees still in the service, so that you 
cannot correlate their $11 million covering 11,000 employees, to our $12 million 
covering 16,000 employees and say that the Canadian Pacific Railway is doing 
better than we are. They are charging expenses with pension costs, both for the 
past as well as for the present, but we only charge for past service. 


Mr. Futron: I do not say they were paying more to their pensioners but 
I was just suggesting— ; 

Mr. Gorvon: ‘They are taking more out of the company funds, that is what 
you are suggesting, Mr. Fulton? 

Mr. Fuuron: Yes. 

Mr. Gorpon: The Canadian Pacific Railway is adopting a different proce- 
dure in the handling of its pension finances. When they refer to their pension 
expense they include an annual charge to expenses on an actuarial basis for 
pensions which are. contingent, for pensions which will one day have to be paid 
as men reach the retiring age. 

Now, that is the essential difference between the Canadian Pacific Railway 
and ourselves. The expense that we charged in our annual operating expense 
includes nothing for the actuarial cost of pensions still to come. We meet that 
as they mature, so that apparently our annual expense may appear to be lower 
with reference to total pensioners than the Canadian Pacific Railway but our 
accounts do not reflect what might be called the contingent liability with respect 
to people who have not gone on pension. | 

The CuarrMAN: Could you give us that contingent liability? 


Mr. Gorpon: It is quite impossible to do without an actuarial examination | 
which would take months. 


Mr. Fu.ron: Your present plan in contemplation would be to place your 
pensioner on an. actuarial basis, Mr. Gordon? 
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Mr. Gorpon: That is one of the many considerations. Once we get on to — 
a contributory plan we would. Our present plan is what we call a money pur- 
chase plan. In other words, we buy an annuity out of the amount of money 
which is accumulated for the pensioners. If we go under a contributory pension — 
plan the chances are that it will have to become a fixed benefit plan so to speak 
where the benefits are outlined and the company underwrites whatever addi- 
tional costs there may be over and above the contributions made by the employee. — 


Mr. Futton: Without saying that the benefits would be equal to the general 
scheme what plan would be comparable to that in effect on the Canadian Pacific 
Railway? | ) 


Mr. Gorpon: I ¢annot tell you anything as I have not made the comparison 
but I have not got my pension fund committee’s official recommendation. 


The CuHairman: I believe we have now concluded the letter of transmittal 
and at 8.00 o’clock— oh et 


Mr. Fuuton: There is at least one question I want to ask. 


The Cuairman: I will not declare the report carried until the budget items 
are dealt with in the event that anything is overlooked. 


EVENING SESSION 


The Cuarrman: Gentlemen, we have a quorum. You have before you the 
budget. | 


CANADIAN NATIONAL RAILWAYS 


SUMMARY oF FINANCIAL REQUIREMENTS— YEAR 1951 


1950 1950 1951 Details 
on 
Budget: Actual: Budget: Page 
$ $ $ 
OPERATING BupGET i 
SLO AY ct Oe ae MO eae Eo aR SITS 32, 236, 000 3, 261, 236 20, 997, 000 z 
$ $ $ 
Caritat BupGer 
Additions and Betterments.................... 30, 872,059 16, 579, 612 37,302,823 | 3 and 3-A ; 
Prewe PAVINTOOR ES fc. ok Pe, a Jeena yr ote 10, 698, 430 6, 387, 675 15,%220177 4 
Bareante Branch: Line: 5.02 ho) Me she eae 230, 000 ; — —— 
Acquisition of Securities...............,....... 717,000 463, 268 3,712,000 5 
. 42,517,489 | 23,510,219 | 56,737,000 
Less amounts available from reserves for 
depreciation and debt discount amortization : 17,935,000 16,598, 230 16, 522,000 
Total—Capital Budget.................. 24, 582,489 6,911, 989 40, 215, 000 
4 Te eA pice O01 <0 See me a q 
. . ; . . $ / 4 
Additional Working Capital..................... — — 20,000, 000 


ae. ee ee i. a 
New Equipment to be financed in 1951 is estimated at $56,722,177, of which $41,000,000 will be covered 


by a proposed equipment trust issue, leaving the balance of $15,722,177 to be provided under the Canadian 
National Railways Financing and Guarantee Act, 1951. 
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1950 
— Budget: 
a ee REESE TIE Ene aaa haere an an is DY ary le Sdy) eC ol Ee 
— e $ 
Operating Revenues..... Ri EE ine ge asae, 516, 764, 000 
Operating Expenses..........-.0..: sees eee ees She He 482, 500, 000 
Net Operating Revenues...........---.4eesee ees bei 34, 264, 000 
Net Income Charges, excluding Intetest........-...-- 20, 753, 000 
Interest on Funded Debt—Public.............-.-.+5+: 24,088, 000 
Interest on Government Loans.......... ear PuRa bs FL 21, 659, 000 
. m SR Noi AVR LAS 
FO a Tery x dt iatae le adimet UL Re Ps MTR LY Saar ge 32, 236, 000 


1950 
Actual: 


$ 
553, 831, 581 


493, 997,079 


59, 834, 502 


17,417,730 
24,019, 158 
21, 658, 850 


3, 261, 236 


1951, 
Budget: 


$ 
588, 600, 000 
543,750, 000 


44,850,000 


19, 837, 000 
24, 117,000 
21,893, 000 


20,997,000 


Note.—The 1951 Budget includes $3,339,000 for contribution to the deficit of the I.C.R. and P.E.I. 
Provident Fund also $100,000 for contribution to the Grand Trunk Superannuation Fund 


Association. 


The 1951 Budget does not provide for any additional revenue which may result from the 
hearings now before the Board of Transport Commissioners and the Interstate Commerce 
Commission in respect of increased freight rates. Neither does it make any provision for 
increased wages for employees in the so-called ‘running trades’’. 
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CANADIAN NATIONAL RAILWAYS 


ADDITIONS AND BETTERMENTS AND New EQUIPMENT 


1950 1950 1951 
Budget Budget- Budget 
$ $ $ 
ADDITIONS AND BeTtTERMENTS—(Details on Page 3a)... 
NORTE aC OHd RSCG (3 1 OR RR Mi NMEA ASE EA ket 7) 4 3,019, 634 2,102, 583 4,580, 868. 
SOOT HI ARE2ION ey oe ee 8 ee ag a ee eee 10, 447,799 4,392,618 18,519, 722 
MV CRtET ORO RIO: 8G ec dees ek tne Le 7,385, 944 5,076,391 11,779, 205 
Grand Trunk Western Railroad..................... 2,958,810 1, 086, 227 5, 708, 873 | 
Wentrab Vermont: Railway. Se ae 350, 790 94, 605 377, 096: 
Dresidiary (COMpanies <2). x.) os ese Ne ee eee 297,909 |Cr. 324,901 285, 149 
Express, Communications and Other Departments. . 9,205, 394 5,091, 298 12,961,576 
Additions and Betterments to Equipment, Canada. . 5,977,779 4,015, 992 6, 006, 106: 
PAP IMeue AVAtiTemMents, «oko ack au ae Cr. 3,771, 980 (Cry ~ 4)955, 201 5,515, 772 
35, 872, 059 © 16,579,612 54, 702, 823 
Less—Portion of projects included in the above re- 
- quirements not physically completed by the 
GH OL PACVVOAL ce) Se be apna ol oat ae el 5,000, 000 17,400, 000 
Total—Additions and Betterments—Net. 30, 872, 059 16,579, 612 37, 302, 823 
_ New Equrement (Details on Page 4)— 
: 1950 1950 
1950 Programme— Budget Actual 
Revenue Equipment 34,751,400 $18,076,572 
Less Trust Series 
ON Mae Gna aa 26, 000, 000 13, 500, 000 
8,751, 400 4,576, 572 
Miscellaneous 
Equipment....... 1,947,030 1,811,013 
$10,698,430 $ 6,387,675 10, 698, 430 O00 Fy OLOu is. Was. ok wath s 
1951 Programme— 1951 
Budget 
Revenue Equipment.............. $54,868, 280 
Less Proposed Trust Series ‘‘W’’.. 41, 000, 000 
13, 868, 280 
* Miscellaneous Equipment......... 1,853, 897 
La ray Wi Glee Dalgety, elie Rave gy Dee wer Nes > el 15,722,177 
Total—New Equipment.................. 10, 698, 430 6, 387, 675 15,722,177 
1950 1951 
EXPENDITURES FINANCED THROUGH EQuIPMENT TRUSTS— $ ’ $ 
Trust Issues: 
RTC Li noets ctr. atom, aren) partments ed (1b eC St beaale irae 143075, 105 sek ae sores 3 ae 
Bronoed 1951 ‘Trust. Series: WV ike ic).nien ok al Sek Pe ee a 41,000, 000 
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CANADIAN NATIONAL RAILWAYS SYSTEM 
New EQuiIPpMENT 


CANADIAN NATIONAL Ratways SysteEmM— 
1951 Programme— 
28 Standard baggage cars 
5000 Box cars 
500 Refrigerators 
500 Box cars (G.T.W.) 
40 Box cars (Newfoundland) 
100 Flat cars (Newfoundland) 


20 3000-3200 H.P. road diesel locomotives 
6 Road diesel locomotives (Newfoundland) 


Total cost, including Sales Tax and inspection charges.......... $ 54,868, 280 
Less amount of proposed Equipment Trust Issue.............. 41,000,000 $ 13,868,280 


MISscELLANEOUS EQUIPMENT— 

4 Russell snow plows, single track, steel, with flangers and ice diggers 
Wrecking crane, 200 tons capacity, diesel-operated, self-propelled 
Air dump cars, Austin-Western type, 30 cu. yd. capacity 
70-ton Enterprise PA hopper cars for ballast service 
Scale test car (G.T.W.) 


1 
30 
75 
1 
2 Diesel electric cranes, 30-ton Se self-propelled 
1 16-cylinder engine for diesel units (G.T.W.) 
1 Magnet generator flat car, 
1 50-ton locomotive crane (Newfoundland) Revote : 
0 16-cubic yard air dump cars (Newfoundland) AFE 71/260 
7 Water transports (Revote AFE 71/274) 
5 Units work equipment (D.W. & P.) (Revote AFE DWP-1026) 
Total—Miscellancous, HqQuipMment.e Wiser. os cara ds gous Wales table, ws ape Joe ge $ 1,853,897 


me bo 


GRAND VHLOTAT Se BAe eke tae tn tie ote bene eT at ot een aR Ere Rete $ 15,722,177 


CANADIAN NATIONAL RAILWAYS 


ACQUISITION OF SECURITIES 


1950 1950 1951 
Budget Actual Budget 


$ $ $ 
Toronto Terminals Railway— 
(Joint with Canadian Pacific Railway Co.)— 
General Additions and Betterments—C.N.R. proportion 50%. . TOO, QOQSTi so), ea ate en ee aire 
Northern Alberta Railways— 
(Joint with Canadian Pacific Railway Co.)— 
. General Additions and Betterments—C.N.R. proportion 50%. . 425, 000 150, 000 300, 000 
Shawinigan Falls Terminal Railway Company— 
(Joint with Canadian Pacific Railway Co.)— 
Purchase of the Capital Stock, having a par value of $300,000— 
CN CEO. DODOT EON: BOG fico watts tAtees Bec ah ake al asta cok Pe SM Ip deine cad eae ae O23, OOO tas anaes © 
Chicago and Western Indiana Railroad— . 
Advances under agreement of March 1, 1986................... 187, 000 250, 768 195, 000 
Atlantic and St. Lawrence Railroad— 
Purhhases of-Captial Stocks. s)..cc ease os ee ea 5; O00 Ae are eae 2,000 


New London Northern Railroad Company— 
Purchase of Capital Stock and redemption of funded debt.....]............).....-.0005- 3,215, 000 


717,000 463,268 | 3,712,000 
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CANADIAN NATIONAL (WEST INDIES) STEAMSHIPS, LIMITED 


1950 1950 1951 


rat i Budget Actual Budget 
$ $ > 
OPERATING BuUDGET— 
COOSTALING FOV CDUES ie Fal od s.k doa eke chtatny am tebe niet 5, 245,000 5,124, 200 5, 692, 582 
Omera ting HADONSES! tee, aoc ii.. cy aloe ile abe vbare mie teed g cbeth 5,475,000 5, 725, 632 6, 102, 120 
NetiOperating WOOLICIL, Va. cnce. eee ee ele 230, 000 601, 432 409, 538 
Vessel replacement fund earnings....................-54. 120, 000 133, 128 125, 000 
Interest requirements on 5%—25-year Bonds due 1955, 
principal amount $9,400,000). 22225 Peo a 470,000 470,000 470, 000 
TixeWancevons Ww ANNES si ee FE ae tar Pe ei aes 3 M8 tats aloe ace AQ: DOO! | iui 5 ae dsdke ois, le Pas ate enh eran 
Interest on Government Notes and Advances........... 91,000 90,463 90, 462 
UDP LET ORT, RONG aM teats AIRS Dei tlie pean cei GAAS 720,000 AK O28 276% 845, 000. 


The Cuamman: It is not my intention to call individual items on each 
page but I will call the budget a page at a time and you may ask questions 
in regard to any items.’ 

Page 1? Shall the page carry? 

Mr. Carrer: May we ask general questions on page 1? 

The CHairMAN: Questions on any item referred to on page 1? 

Mr. Carrer: Well, my point is this. I asked earlier in the committee - 
meeting about passenger accommodation on steamships and you said we would 
take it up on the budget. I would like to know now, and I have been trying 
to find out, under what particular heading that would come. 

The Cuarrman: What accommodation? | 
Mr. Carter: It is really coastal steamships. Where would we discuss new 
ferry terminals and that sort of thing? 

Mr. Gorpon: Under new equipment, when we come to it. 

The CuairMan: Shall page 1 carry? 

Mr. Pouuior: Before it is carried, may I ask a question of Mr. Dingle. 
Mr. Dingle, do»syou expect to have a diesel engine for pilot in the yard of 
Riviére du Loup this year? 

Mr. Drneue: I would not promise it this year, Mr. Pouliot but we have it 
definitely in mind. : | 

Mr. Pouuior: Do you expect it early next year? 

Mr. Dineue: I would say in the next two: years. 

The Cuarrman: Shall page 1 carry? 

Carried. 

Page 2, operating budget? 

Carried. 


Page 3, new equipment. 

Now, Mr. Carter do you wish to ask your questions? 

Mr. Carter: The problem I have in mind was presented last year when 
I called attention to the coastal service. Now the coastal service in my riding 
has improved both in frequency and quality except in one section and that 
section is very poor indeed. I refer to the Placentia Bay service which is a 
service by a motorboat bought from the Newfoundland government. I have 
made several representations about this matter and I would like to know if 
- Mr. Gordon can tell us if they have any plans for improving that service during 
the year? 
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Mr. Gorpon: I can tell you, Mr. Carter, that the aesecs of the cpastal | 4 
service of Newfoundland has been the subject of intense inquiry generally with 
the C.N.R. officials and the officials of the Maritime Commission. Just before — 
leaving Montreal I received their preliminary report and, on the basis of that — 
report, I will immediately on my return be able to submit to government the 
sort of improvements which we would recommend and which we would hope 
would include some additional ships. I have not the details of that as I have 
not had time to submit it to the government yet. It will come in the 1951 
budget but, in the meantime, if the government approves our recommendations 
no time will be lost taking preliminary steps so that we will not lose time between 
now and the next budget. 

Hon. Mr. ‘(CHrvrier: The 1952 budget? 

Mr. Gorpon: Yes. 

Mr. Carter: What I am concerned Bons is this particular part of the 
service is working a very great hardship. The accommodation is far too little 
and it is not adequate at all in quality. This constitutes a hardship and I hate 
to think that as that has been in effect now for a year and a half or nearly 
two years that it will continue for another year. , 

Mr. Gorpon: I think I must ask you to be peneenabies Mr. Carter. That 
service had been in effect a great deal longer than two years when we took it 
over. We have only been operating this service a very short period of time. 
The design and specification of boats cannot be done overnight. It takes a 
good deal of time. The survey recommendation has been completed and I 
assure you no time will be lost as soon as we get the necessary authority to 
go ahead, but those ships need to be built, and that takes time. 

Mr. Carter: I am sure Mr. Gordon would like to be reasonable too, but 
I pointed out last year that ships cannot be bought over the counter. Also I 
would like to correct him on one point. This particular service we are talking 
about went into effect since Confederation. I refer to the motor ships Burin, 
Clarenville, and Codroy. That service was not in effect prior to Confederation 
but it is totally inadequate. 

Mr. Gorpon: That is recognized fully in this report. Our officials and the 
Maritime Commission have gone into this very: fully and there is no doubt 
about it there is a complaint in regard to the service you mentioned, namely 
the motor ship Burin. 

In fact the whole service has been analyzed but the recommendations which: 
we will put forward to the government will definitely have in.mind correction of 
that condition. I am hoping, if the government. approves the recommendations 
I am a little handicapped in saying what the government will approve of and 
I cannot say myself whether I am prepared to recommend it because I have not 
thoroughly disgested it. It came to my desk on the Saturday before I came here. 

However, we now have specific recommendations of the two interested parties 
whose business it is to examine and to decide upon that service. I assure you 
from what I have seen of it, from a preliminary examination, assuming this pro- 
eram goes through, much ‘of. the complaint which you properly call to our 
attention will be eliminated. 

Mr. Carter: I just wonder. It would take at least a year even if your plans 
are approved and then, to get that ship built and commissioned will take at 
least one year and possibly two years. In the meantime would it not be possible, 
with a relatively small expenditure of say $20,000 or $30,000 to increase the 
accommodation already on that boat? _ 

Mr. Gorpon: That is one of the things already included in our recommenda- 
‘tion, I would hope—increased berth and ‘seating accommodation on those ves- 
sels. However, these things are very easy to say and very difficult to get. It . 
means having our plans approved by Lloyds, and the Canadian Steamship 
Inspection Branch, and I may tell you that the inspection service on ships these 


in 
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4 days is very, very stringent and it is very, very difficult to get permits and 
authority to meet an emergency situation—because, in meeting it, we are not 
‘necessarily able to live up to the stringent rules and regulations which have 
been recently imposed on steamship operators as a result of recent disasters 
- that have happened. Included in our recommendation is a proposal, as an interim 
measure, that we can increase the berth and seating capacity of the ships now 
in operation. 3 
I would like very much to tell you of our recommendations but I do not 
think I am in a position to do so until I have submitted them to the government. 
Hon. Mr. Cueverer: Further there is no assurance that steel will be available 
at the time the recommendations are given to us. 


Mr. Carrer: That is what I want to be sure of. I want to stress the 
necessity for an interim measure to relieve the hardship that is being experienced. 

Hon. Mr. Cuevrier: That is exactly what the committee gave consideration 
to—an interim measure pending the construction of new ships. 

Mr. Carrer: That does not necessitate much steel, Mr. Chairman? 


Mr. Gorpon: No, but it does necessitate our getting approval for the tem- 

porary lifting of the steamship inspection service present regulations which are 

attached to those particular vessels. There will be difficulty about that, I must 
warn you. I do not think any official who is charged with the responsibility of 
- imposing the regulations will himself take a chance on giving us authority to 
violate them. It is just one of those psychological matters you cannot get away 
» from. 
4 However, we are going to make suggestions and proposals but whether we 
can get them through the responsible officials, or ultimately through the govern- 
ment, I do not know but at least we will point out that there are certain interim 
measures which might be approved. 
a Mr. Carrer: Does that mean that an extension or building an extra deck of 
_ cabins would not be approved on one of those ships? 

Mr. Gorpon: I would say that under ‘present day regulations it is almost 
impossible to touch an old ship or to increase its accommodation without run- 
ning smack bang into almost impossible regulations. Perhaps I am overstating 
that. k 

Hon. Mr. Curvrrer: No, you are not. By virtue of the regulations promul- 
gated following the Kellock Commission inquiry into the Noronic disaster, it is 
quite clear that ships must now meet the new requirements which were tabled 
- in the House last year, and that means that all these rules must be put into 

effect during the 1951 navigation season. There was some relaxations during the 
1950 navigation season because of the fact that certain of the operators could 
not put all of them into effect; but the steamship inspection branch of my 
department has been given strict instructions to see that the regulations are 
carried out. s 
Mr. Carrer: If we are going to encounter all those difficulties, with no 
assurance at all that we will ever be able to solve the problem because of steel 
shortage and so forth, would it not be better instead of trying to build ships to 
purchase them? 
Mr. Gorpon: That has been thoroughly surveyed and I assure you there 
is nothing overlooked, but those ships are of a very special structure to meet the 
requirements of the Newfoundland service. It is difficult to get a ship that you 
can ply in and out of those small coves that you have around your out-ports, as 
you know. I do not wish to exaggerate the difficulties but we are dealing with 
ships that are very old—some of them over 50 years old. 


Mr. Carrer: I know. 
84380—5 
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Mr. Gorpon: You cannot expect any responsible official charged with 
imposing regulations to just meet without question the enlargement of a ship 50 
years old and say: for that particular ship we will not apply the regulations. 
That is the very one on which he would be suspicious. 

Mr. Carrer: I would like to say that nobody is asking for that, and also 
the ship I am referring to, the motor vessel Burin, is not 50 years old but 
only 15 years old and it has got a good many years of life left. However, it has 
accommodation for only 8 passengers. — 

Mr. Gorpon: That is-right, and that is one where we are hoping we can 
enlarge the accommodation. We have no reason to fear on that particular ship 
that we will not be able to make a bargain with the authorities. I am saying 
only that it is one of the many considerations in our proposal. We will use 
every effort to get our recommendation through just as smartly as we can, and 
the program has reached a stage where we are ready to recommend. 

Mr. Fraser: Pardon me for butting in, but if you get your proposals in 
will you still meet the safety regulations that should be applied there? 

Hon. Mr. Cuevripr: We would have to decide that in the steamship 
inspection branch of Transport. 

Mr. Fraser: And you should be very careful about that too. 

Hon. Mr. Cueveier: We certainly intend to. 3 

Mr. Fraser: If you recommend it being done and afterwards you found 
out that it was not safe, it would be just too bad. 

Mr. Gorpon: And even if it is recommended we are siill not sure that it 
will go through, but I am sure that it will not be recommended unless it is con- 
sidered adequate, because the group who are dealing with it are the officers of the 
C.N.R. and of the Department of Transport. 

Mr. Fraser: You have the safety provisions which must be observed. 

The CuarrMaAn: Are there any further questions? 

Mr. Carrer: I am not finished yet, Mr. Chairman. I would like to make 
it as plain as I can that there are difficulties as far as this particular ship is 
concerned, and with respect to this particular service may I take it that there 
is reasonable hope that something will be done? Is that right? 

Mr. Gorpon: I will read you the actual sentence which deals with that 
point: the railway has a tentative plan for the provision of additional housing 
accommodation—that means the provision of berths or seats, as the case may 
be—and we are endeavouring to have Liloyd’s and the Canadian Steamship 
Inspection Service approve these plans. That is where the matter stands at the 
moment. We have not yet had a reply, but the request is under way. 

Mr. Carter: Well, Mr. Gordon, what do you propose for the future then? 
You have something in mind I take it? 


Mr. Gorpon: I have told you already what we propose for the future. 
What we are going to recommend to the government is a program in regard to 
these coastal ships which we hope and expect will be a reasonable and adequate 
_ service. I do not think that I am divulging too much in saying that that includes 
the provision of new ships. I cannot say anything more personally because, 
frankly, this report has just been received, it reached my desk only last Saturday, 
and it has not been possible to study it and formulate a report or recommenda- 
tion to the government as yet. I have not had an opportunity myself since 
Saturday morning to go into the details of it to see whether I am prepared to 
recommend it to my board of directors and to the government. You may be 
sure that it is one of the first things I shall tackle when I go back to my office. 

Mr. Carter: What I was going to ask you is this, you have no reserve in 
case of accident or emergency? 
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Mr. Ghnnok << NO, 


‘Mr. Carrer: And you have one ship that is 50 years old? 


Mr. Gorpon: Yes. 
Mr. Carrer: And you have another ship which is getting along about the 


game age? 


Mr..Gorpon: Yes. 
Mr. Carrer: You have one here which is 38 years old? 


Mr. Gorpon: And another which is 52 years old; and they have not 
acquired that age since we took them over. 


Mr. Carter: That is obvious. I was going to say, if you can’t get steel 


and if you can’t get ships within the next five or six years, what plans have you? 


Mr. Gorpon: No one has said that we can’t get steel. What we point out 


is that there may be difficulty in getting steel even if we get the program through. ~ 


I am prepared to press it as a high priority item but I have no way of knowing 


“what effect that would have on the responsible minister and the other officials. 


It would depend on whether it is felt that this service had a degree of prior 
priority which ranks at the head of the list. I cannot give you an answer on 
that until the matter has been submitted. I would say though that I think 


it is reasonable to expect that we would get a fairly high priority rating on it. 


Hon. Mr. Cuevrier: I would assume that there are other places in Canada 
in a similar position. There is a proposed ferry between Yarmouth and Boston 


-which received some attention during the last few months; and, again, there is 


a service on the west coast. The government must look at the whole picture 


in the light of all the circumstances. 


Mr. Carter: Well, Mr. Chairman, I quite agree with you. I am not familiar 
with all the problems all across Canada. I am naturally familiar with the ones 


in my own particular riding, and I have a responsibility with respect to that 


riding to see that it is presented and to urge that it be met. I quite understand 
that I am not the only one that has need. 

~~ Hon. Mr. Curvrrer: But, Mr. Carter, let me point out that the main 
responsibility is with the Canadian National Railways for the services they have 
taken over, and I can assure you they keep making representations to me and 
to the government in connection with the services in Newfoundland, as they do 
with reference to the services elsewhere in Canada; so, please do not get the idea 
that the responsibility is yours exclusively, it is that of the C.N.R. and of the 
government as well. 

Mr. Carter: I know that, Bee there is a difference with respect to New- 
foundland. Prior to Confederation this was the responsibility of the Newfound- 
land government and the people have not yet become familiar with the idea 
that the Canadian National Railways is not a part of the government, it does 
not recognize such a distinction. 

Mr. Gorpon: I would take issue with you on that. 

Mr. Carter: You take issue with me on that? 


Mr. Gorpon: Oh yes, indeed; just from the reports we have been getting 
and the things we have had it is apparent there is a very keen awareness in 
Newfoundland that they are no longer dealing with the Newfoundland 
government. 


~ Mr. Carter: I did not say that. You are placing an entirely wrong inter- 
pretation on what I said. I said that they did not disassociate the C.N.R. from 
the government, that they still think of it as a government service. They are 
not confusing the Newfoundland government with this government. 


84380—53 


ee UCR bs oie" t BRK rae 


146, ° 9 -_ SESSIONAL COMMITTEE Mh 


Mr. Gorpon: Then might I ask you a question? In the light of what I have 


told you is there anything further you think the C.N.R. can do about this par- 
ticular problem which it is not doing? 

Mr. Carrer: Well, yes. 

Mr. Gorpon: That will be helpful. I ask it in all seriousness. I want you 
to tell me if there is anything we can do that we are not doing in respect to this 
particular problem. 

Mr. Carrer: I think that, as I have ‘brought to your attention a year ago, 
this particular ship should have been then examined and the proposal which 

you are making now should have been made a year ago. 

Mr. Gorpon: Just one minute now, in respect of that; this is a subsidized 
service, and the subsidy is a subsidy which has to be recommended by the 
Maritime Commission. It is therefore necessary that there should be an 
examination by the Maritime Commission and that Commission has to say what 
would be a proper program; and it takes time to make a proper analysis and 
a proper investigation. We could have made a hasty decision last year, but I 
may say that if we had we would not have recommended as much as we are 
prepared to recommend today. We have made a proper analysis so now we 
are in a position to support our request in a much more coherent way on behalf 
of Newfoundland than we could have done had we made a slipshod approach 
to it. I do know that all these things do take time and that the officials who have 
to deal with it have also had to deal with a great many other matters. 

Mr. Carrer: I realize that, Mr. Gordon. I pointed out last year that it 
takes time; and you can’t afford to wait a year before you start moving. 


We need action now. As it stands it will still take. at the best three years 


to get this recommendation through and get these ships into operation. 
I made a request last year for this thing to be speeded up. I made a trip around 
my riding on this particular ship last year and I know that people had to sit 
up all night and they had to sleep on their suitcases; some of them had to 
go outside on deck so that others could turn around, and some of them slept 
on deck all night. You wouldn’t treat cattle that way and I think I have a 
right to protest against that. I do not think there is anything more urgent 
irrespective of what the situation may be anywhere else in Canada. I do not 
think there is anything more urgent than that. 

Mr. Gorpon: That is one of our suggestions here. It is only a matter of 
getting these things in orderly shape so as to find out all the demands that 
have to be met. We cannot discriminate between one part of the country 
and another. There are urgent requirements in Newfoundland and I would 
suggest that they have received very effective consideration already. I would 
point out to you this matter of the ferry that is being built. -It is under 
construction now for Newfoundland, and that demand has been met even 
when they have refused to supply steel for other sections of Canada. I am 
exerting -my efforts on their behalf just as strongly as you are doing. 

Mr. Carter: That is entirely the responsibility of the federal government, 
or the Department of Transport or the Canadian National Railways. I am 
very pleased, like everyone else in Newfoundland, that we are going to have 
a new ferry. Whether we need a ferry as big or as expensive as the one you 
are contemplating is another matter. I am not criticizing that. I think, myself, 
that this coastal service is more urgent than is this big ferry that is now 
being built. 

Mr. Gorpon: Let me assure you that you would not get unified 
Newfoundland opinion on that either. 

Mr. Carter: I think you would if they knew all the facts. 

Mr. Gorpon: I remember I had a delegation in my office just a short time 
ago with regard to the ferry and there was certainly nothing said at that 
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} time which indicated that they were prepared to let any of the type of service 

you refer to in ahead of the ferry. Let me finish that this way; that the 

Canadian National Railways are responsible for providing transportation 

services in Newfoundland and they are as interested in seeing that we remove 

complaints wherever possible as you are; so they are greatly interested in 
seeing that we give you the kind of service that will stop these complaints. 

I do not like to hear these complaints any more than you do, and we have 

just as great an interest in solving them. So far as I am concerned and so far 
as the officials of the C.N.R. are concerned, there is no need of urging upon us 

the necessity of getting something done, of getting a proper program under way. 

You are complaining about the delay. I am pointing out to you that the 

delay is working this out in your interest because as a result of a proper 
examination of the problem we will bring forward w jrogram which is better 

than would have been brought forward if we had gone after it in a slipshod 
fashion and just spent a large amount° of money. We cannot urge upon the 

- government the expenditure of large sums unless the government feels that we 

are doing so in a state of responsibility. If I eame dashing in to the government 

and said give us so much so that we can get this done the minister would 
certainly look at me and say you are a sort of harum searum sort of fellow, 
what kind of an investigation have you made; and I would have to say, none. 
I would not have the courage to face him unless I knew that he had confidence 
in my recommendations. Ry iar 
Mr. Carter: I am not blaming you. You are misinterpreting the whole 
thing. Two years have passed now since confederation, and before we entered | 
confederation this problem was urgent. 
The CuatrmMan: Now, Mr. Carter, I don’t want to be unreasonable, but 
I do think the committee have been very patient. You have made out a strong 
case. You have got a very favourable answer. Why can’t you leave it at that? 
Mr. Carter: I am prepared to leave it at that, but I am not prepared 
to leave it with that misunderstanding. 
The CuHatrMAN: There is no misunderstanding. Every member of the 
committee understands it; surely, you do. 
Mr. Carter: Now the last remarks that Mr. Gordon made are quite 
opposite to what I have been trying to say. I don’t want to prolong this debate 
but I would like to keep the record straight. 
The CHAIRMAN: Yes. Have you any further questions, Mr. Carter? 

. Mr. Cartrer: I want to ask a question about telegraph services. Is the 
Canadian National telegraph company building a line from St. John to Grand 
Bank? | 

| Mr. Gorpon: From St. John’s to Grand Bank did you say? 

Mr. Carter: Yes, the present line is madequate. 
Mr. Gorpon: I do not quite understand. your question, you referred to the 

- line from St. John’s to Grand Bank? 

Mr. Carrer: Yes. 

Mr. Gorpon: Is that a new line? | 
| Mr. Carter: Yes. The present line is absolutely inadequate, the line which 
connects Grand Bank to the main C.N.T. service. 

Mr. Gorpon: I am afraid that I cannot give you a satisfactory answer to 
that, there is so much work being done in Newfoundland ‘that I have not had 
time to keep up with it. I do not know where it stands. We are dealing with the 
improvement of the services all over Newfoundland. If this has reference to 
improvements to existing facilities I think the answer is yes, but if you are 
talking about a new line, I do not know about that. 
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Mr. Carter: All I know is that at the present time the present line service 
is entirely inadequate and I was just wondering whether that was being con- 
sidered. Then there is another question I wanted to ask you, have you done 
anything in connection with the F.M. station at Grand Bank? That is the radio 
telephone circuit which connects us with St. John’s and the outside world. I 
know what the situation was there last year, 1950, that you had not put the 
service in operation up to that time, and I was wondering what was going to be 
done during the coming year. 

Mr. Gorpon: Are you referring now to the connection with Red Rock? 

Mr. Carter: No, this is the F.M. circuit. 


Mr. Gorpon: Let me read this, does this answer your question? I have this 
report before me and it says: 


To link the Newfoundland network with the dominion’s mainland 
network, Canadian National arranged for circuits between Sydney and the 
Department of Transport’s F.M. station at New Waterford, NS., also 
between the department’s F.M. station at Table Mountain and our pole 
line feeding the Newfoundland stations. 


Mr. Carrer: Well that may be part of it. But you took over equipment 
which the Newfoundland government had installed previous to Confederation. 
That equipment was installed and ready to operate and it was taken over by the 
Canadian National Telegraphs. It was not however put into operation. I think 
I got a letter from the minister at one time saying that it was proposed to operate 
that circuit, but it had not been put in operation during 1950, and I wondered if 
you planned to put it into operation in 1951. 

Mr. Gorpon: I must ask you to make your question in the form of a 
specific one as to a particular point when I shall try to get an answer for you. 
There is a great deal to this question of F.M. links, and it gets a bit confusing 
until we know what we are talking about. 

The CHarrMAN: Shall page 3 carry? 

Carried. 

Page 4. Page 3A gives simply the details. 

Mr. THomas: Under that heading, Mr. Chairman, I would like to ask 
Mr. Gordon about the Macdonald Hotel in Edmonton. First, what is proposed 
to be spent on that during the year? Can he give the committee some idea as 
to when they expect it to be completed? 

Mr. Gorpon: You want to know the expenditures this year, and the date of. 
completion. Is that the general idea? 

Mr. THomas: That is right. 

Mr. Gorpon: Are you talking about 1950 or 1951? 


Mr. Tuomas: No. I mean the expected expenditures in 1951. Have you 
got the 1950 expenditures there as well? 


Mr. Gorpon: During 1950 we spent $916,473. We have awarded a great 
number of contracts and we expect them to be pretty well completed during the 
year 1951. Have you got the total of that, Mr. Dingle? 

The provision in the 1951 requirements in connection with the Macdonald 
Hotel is for a total of $2,583,688. Now, the date of ecompletion—I would not care 
to tie myself down. Practically all of the contracts, however, have been awarded 
and a good deal will depend there on the availability of materials and so forth. 
We do not expect there will be any undue delay. 

The CuHarrmMAN: Are there any further questions on page 4? 

Mr. Gorvon: I do not want to convey the impression that it will be finished 
in 1951. No. With all the contracts which we can properly look after in 1951 
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~ awarded, I think we should have the hotel pretty well finished by some time in 
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1952. 

Mr. Fraser: There is another $14 million there under hotels. Where is that 
money to be spent? 

Mr. Gorpon: Where is that money to be spent? 

Mr. Fraser: Yes, that $4,016,000. 

Mr. Gorpon: The main item I mentioned earlier i is about $14 million on the 


~ Newfoundland hotel. 


Mr. Fraser: That would come under this heading? 
Mr. Gorpon: Under hotels, yes. 
Mr. Fraser: Under highway crossing protection I notice 8999 000. Where is 


that mostly to be spent? I mean the $604,000 central region; would that by any 


chance be in Peterboro? 

Mr. Gorpon: I can get that for you in just a moment. 

Mr. Fraser: I hope so. I wondered if that included the highway crossipg 
between here and Carleton Place. It is a very bad spot. It is on the Trans- 
Canada Highway. 

Hon, Mr. Cuevrier: Is that the highway eine protection that you 
are asking about? 

Mr. Fraser: Yes, highway crossing protection. 

Mr. Gorpon: Gon Place is the one you stead te aes 

Mr. FRASER: Yes, and it is between Carleton Place and Ottawa. It would be 
on highway 17, I think. 

Mr. Gorpon: Here it is. The highway crossing protection in the central 
region covers a number of items. I do not see the Carleton Place one. I do not 
see a specific item for Carleton Place, if that is what you are asking about. 

Mr. Fraser: It would not be tee Carleton Place. It would be under No. 
17 highway, the Trans-Canada Highway between here and Carleton Place. 

Hon. Mr. Curvrrer: Has an application been made to the board? 

Mr. Fraser: I do not know. 

Mr. Gorvon: It is not included in this budget, no. 

The CHarirMAN: Carried. Page 4? 

Carried. — 

Mr. Macponne.u: In the equipment trust the cars are ear-marked as 
security. There is no special ear-marking to pay for the service charges? 

Mr. Gorpon: It comes out of ordinary revenue. 

Mr. Fraspr: That magnet generator flat car, is that to pick up metal on 
the road bed? 

Mr. Drneue: Yes, that is right, as well as for other uses. 

Mr. Fraser: That is all that it is for? 

Mr. DincuE: That is what we call an idler car which carries a magnet. 

Mr. Fraser: And it picks it up off the right of way? 

Mr. Drncte: It is used for scrap handling, rail, ete. 

Mr. Fraser: Have you had any in operation? 

Mr. Dine te: Oh, yes, for years. 

Mr. Fraser: Do you pick up much? 

Mr. Drncie: All our own material. 

Mr. Fraser: That is what I mean. I wondered if you saved much, because 
some years ago you used to see men going around the right of way with bags over 
their shoulders, picking it up. 
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Mr. Dincie: We have instructions out that scrap must be picked up 
regularly. 

Mr. Knicut: They do not operate it over the Canadian Pacific lines. 

The CHAIRMAN: Carried. Page 5? | 

Carried. 

“Acquisition of securities.” Page 5. » 

Mr. Gorpon: Yes. On the acquisition of securities the large item there is 
for the purchase of the New London Northern Railroad Company. That repre- 
sents a piece of road between Brattleboro, Vermont and New Haven, Connecti- 
cut on the Central Vermont Railway. It has been under lease by the Central 
Vermont Railway ever since 1891. There was a ninety-nine year lease which 
gave us running rights over that particular railway. 

The New London Northern Railroad Company, therefore, is a railroad 
company only in name. They conducted no operations; and their total asset 
was this road bed and the facilities there which had been leased to the Central 
Vermont Railway since 1891 under a ninety-nine year lease. 

The lease was a peculiar one in the sense that it was written back in 1891 
when no one had the slightest idea that there would be an income tax. The 
consequence was that included in the lease was an obligation on the lessee, that, 
in addition to the stipulated rental, we should assume responsibility for all taxes. 
The result was that when income tax came into operation, the cost of that par- 
ticular line became very high indeed. | 

Now we worked it out that if we could acquire that line we could then avoid 
the obligation to pay income tax because the over-all operation of the Central 
Vermont Railway showed a deficit. So we worked out the economics of it and 
we made a proposition to the company which meant that we bought the capital 
stock of the railway and acquired ownership of it. And we are now in the process 
of winding up that particular railway altogether. The facilities and road bed will 
become part of the Central Vermont System. . 

It. shows a very handsome return on our investment by reason of the savings 
we are able to effect by eliminating both the rental charge and the other taxes 
which were obligated to us under the lease. | 

Mr. Macponnetu: Is the stock of the Central Vermont owned by you? 

Mr. Gorpon: Oh, yes. The Central Vermont is a wholly-owned subsidiary. 

The Cuairman: Are there any questions on page 5? 

Mr. Macponnetu: What about the other items there, Mr. Chairman? 


Mr. Gorvon: As to the other items, the $100,000, I think, is self-explanatory; - 


Toronto Terminals Railway. We operate that railway jointly with the 
Canadian Pacific Railway. There is nothing in the 1951 budget for that item. 
As to the $300,000 in the budget for the Northern Alberta Railways, I may 
say that the Northern Alberta Railways are owned jointly by the Canadian 
Pacific and the Canadian National. We finance it jointly, and we share any 
operating profit or deficit jointly. | 
Now, in the case of the Chicago and Western Indiana Railroad, that too was 
owned jointly through our subsidiary, the Grand Trunk Western. The control 
is in the five companies which share the ownership of that particular company. 
This amount represents our advances under the ownership agreement, for the 
particular facilities. It is part of the necessary facilities which the company 
operates, part of our Grand Trunk Western Railroad. 
f Now, as to the Atlantic and St. Lawrence Railroad, that is but a petty item. 


Mr. Macponne.tu: Do you mean to say that these advances are made on ~ 


account of a contract to buy? 
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g Mr. Gorpon: No, no. It is an ownership by five railroads including the 


j Grand Trunk Western Railroad. This particular payment covers sinking fund 


' payments made to cover the maturity of bonds which are outstanding. 

Mr. Macvonneuu: And the title to it rests in those five railroads jointly? 
Mr. Gorpon: Yes. ! 
Mr. Macponnetu: And this is our share of the sinking fund? 
Mr. Gorvon: This is our share of the sinking fund which fell due on the 

particular issue, which is a 44 per cent issue due in 1962. 

Mr. Macponneuu: For how much? 
Mr. Gorpon: $13,747,000 as at December 31, 1950. 

: Mr. Macponnexu: With respect to the Toronto Terminals Railway, that first 

~ $100,000 in the budget— 

Mr. Gorpon: That is the 1950 budget. 

Mr. Macponnewu: Yes. You budgeted for $100,000 but the actual is nothing. 

Mr. Gorpon: Yes, we did not use it. 

Mr. MacponnELL: Do you do much of that? , 

| Mr. Gorpon: We have lots of items that we budget for and find we are 

under-spent for in some cases we do not spend it. 

Mr. Macponnetu: I can understand that happening in a big transaction, 

but this is a definite and special thing. Why would that happen here? 

Mr. Gorpon: I do not know. As a matter of fact, the $100,000 was voted 
more or less as a contingency item. It was not applied to any specific project. 
We did not actually carry it forward into any practical project. 

Mr. MacponnELL: Would you say that it was not voted for any specific 
project? — 
Mr. Gorvon: It was voted as a contingency for the Toronto Terminals 

Railway. 

The CHAIRMAN: Carried. | 

Mr. Fuuron: I appreciate Mr. Gordon’s being before this committee and 
I appreciate that this is the third day now but | make no apology for coming 
back at Mr. Gordon for not having any item in his budget or having any interest 
in the acquisition of a pipe line. I have been thinking over what Mr. Gordon 
told me yesterday. This is probably the last opportunity we shall have to 
discuss this budget for 1951. 

I am very much concerned that this railway—and I dare say the Canadian 

-Pacific is doing the same thing—is not more concerned in acquiring an interest 

in an oil pipe line. I find nothing in the budget to bear out what Mr. Gordon 
said yesterday, that an oil pipe line was not a thing which concerned the railway. 

With respect, and I mean that, to what you said about the difficulty of 
a railway company getting into the operation of a pipe line company, never- 
theless after consulting the balance sheets of these companies in the States 
which are concerned with the transportation of oil through pipe lines, one can 
see that it is a very profitable operation. So I repeat what I said yesterday. 
You are in the transportation business. You transport oil at the moment 
among other commodities. 

Now, pipe line companies are going to transport oil and they are going 
to do so. They will have an exclusive right to transport oil if the railways, which 
are the great carriers in this country, do not interest themselves in the matter. 
I am not content, as I said before, to see the railway company give up all 
possibility of entering the pipe line transportation field without registering 
a protest. 

The CHarrMAN: The protest has been noted, Mr. Fulton. 
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Mr. Fuuron: No, I want to hear more from Mr. Gordon about it. 

The CHAIRMAN: He has already answered quite fully. If he wants to say 
anything more, that is fine, but I do think you have made your point quite fully 
and the answer has been quite decisive. You have not. cited any railway com- 
pany in the United States, for instance, where they have many pipe lines, you 


have not referred to any of. them being owned and operated by railway 


companies. | 7 | ! 

There is the question of supply of oil to the line and what assurance would 
we have if our Canadian National Railways built pipe lines unless we had the 
oil fields to feed the pipe lines, what assurance have they that they will be 
utilized? 

Mr. Futron: I will answer your question in two parts if I may: first, I do 
not consider we are governed by what they do in the United States and sec- 
ondly, according to the evidence given the other day before the Railways, Canals 


and Telegraph Lines Committee, the company which is going to build the pipe ~ 


lines does not own any oil fields. 
The CuHatrMAN: Are there no interlocking shareholders or directorates? 
Mr. Fuuton: That is what they told us. 
Mr. Gorvon: In connection with what company? 

- Mr. Futton: The Trans-Mountain Company that proposes to build a line 
from Edmonton to the Pacific coast, through the Yellowhead Pass right along- 
side your main line except for ia diversion from Kamloops to Hope on to the 
Pacific Coast. | 


Mr. Gorpon: And they are going to do that without any arrangements 
with the oil compagnies to take their loads? ! 


Mr. Futron: They told us they approached the oil companies but had no 
commitments from them to put the oil through their lines. | 


Mr. Gorpon: I do not think I can add much to my statement of yesterday. 
I can only repeat that this question of whether the Canadian National Railways 
can get into the oil pipe line business at this stage, and I emphasize at this 
stage, has been carefully analyzed by our officers. and carefully reviewed by 
myself and we in our managerial judgment feel we do not care to recommend 
such a capital expenditure by the government on behalf of the Canadian National 
Railways. The remnant of the business that is left does not, after analysis 
respecting the economics of the proposal, make us ready to advance a proposal 
to the government. That has been our advice to the government and that is 
what we stand by. 

Now, you may say if we had entered this field in its original stages that 
the benefits of one might have carried the other but as far as we can judge 
the taking hold of a pipe line through to the west at this stage would not be 
the kind of business which I would be prepared to recommend to the govern- 
ment. 


Hon. Mr. Cuevrizr: May I add to that, Mr. Chairman, that even if the 
Canadian National Railways had recommended such a proposal to the govern- 
ment I doubt very much whether the government would have given it serious 
consideration because of the vast amount of capital required at this time and 
because we think there are far more important things at the moment in the 
way of equipment, as already pointed out by the president, required by the 
Canadian National Railways than the construction of a pipe line. 

Mr. Futton: Since the minister has made that remark I might just say 
with respect to the vast amount of capital required it did not take very much 
to vote $65 million for another purpose the other day and with respect to the 
answer of Mr. Gordon at this stage that the railways would not care to get 
into it, I would like to say that there is only one pipe line of any major 
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importance built at the present moment and that is the Interprovincial pipe 
line from Edmonton to Superior, Wisconsin, so it seems to me that the field 


is by no means exhausted at all particularly in view of discoveries in Alberta. 


However, we have a complete divergence of opinion on that, but I wish 
to take this opportunity of going out on the limb, if you like, and expressing 
my regrets that the president and directors of the Canadian National Railways 
should have arrived at that decision, which I think is an unfortunate decision, 
from the point of view of the railway and the economy of the country. 

Mr. Gorpon: I am prepared to be judged by that judgment, Mr. Fulton. 

The CyuatrMAN: We have completed the Canadian National Railways 
budget so I declare the Canadian National Railways report carried. 

Mr. Fuuton: No, Mr. Chairman, I would like to ask Mr. Gordon a question 
with regard to the report. Last year, Mr. Gordon, you told us, and Lam 
referring to page 148 of the report of the committee last year that you were 
undertaking—I will read your remarks: 


I may say that I have in mind a pretty careful review of those 
subsidiary operations to make certain that we are keeping up to date 
in our outlook, and to see if any of them can be given up. Itis a subject 
which is constantly under review but I intend to take a special look at 
it as a part of a new managerial review. 


At that particular moment we were discussing some of your subsidiary 
operations and I recall particularly the elevator terminal at the head of the 
lakes and one or two others that were reported as not being prefitable operations. 
I wonder if you can say anything as a result of your review as to whether it 
has led to an abandonment or whether it was decided to put more money 
into them in the expectations that they will become profitable. 


Mr, Gorpon: The review has been undertaken but we have not completed it, 
it is still in process. You made particular reference to the elevator operation. 
We did succeed in working out a very satisfactory leasing arrangement which 
removed the matter from my mind as being a non-profitable operation. That 
came as a result of the review in a sense, but to be perfectly honest with you 
I have not had personally enough time to settle down to the kind of analysis 
I expected to make last. year. I have on my desk waiting some place along 
the line a series of reports analyzing these different companies and I will have 
to take them up one by one and deal with them but I am not in a position to 
report progress at this time. | 

Mr. Fuuron: We can expect this, perhaps, next year? 

Mr. Gorpvon: I hope to have something next year and be able to give some 
more detailed appreciation of the pfos and cons of these particular companies 
we have referred to. I should mention there that we have a great number of 
operations under way that we are examining in respect of highway competition 
and the possibility of working out co-operative arrangements and so forth. It 
is all part of the review but it is difficult to get any one of them on a specific 
basis at the present time because it is all in a state of flux. I have no definite 
decision to report at this time. 

Mr. MacponneEwu: I would like to ask one or two questions of Mr. Gordon 
in connection with the auditor’s report. There is quite a long reference to 
depreciation and maintenance. There is reference to various scales and types 
of various depreciation that are applied. My question is this: Is Mr. Gordon 
satisfied that the depreciation which is being charged is fully up to the standard 
which he with his business experience thinks is satisfactory? In other words, 


‘are we acting as prudent managers in respect of depreciation or are we just 


doing the best we can? | 
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Mr. Gorpon: No, I think we are acting as prudent managers on it. We 
are following pretty much—in fact we are following the same depreciation . 


approach as the major railways in the United States. There is, of course, I 


suppose you have this in mind, the dilemma that every business is in, that the © 


replacement value of equipment tends to outstrip depreciation but I am not at 
all satisfied that that necessarily should change one’s mind in regard to the 
amount of depreciation write-offs because that would be writing into the 
accounting records an opinion as to the price level. The best thing to do is to 
determine what the accounting practice should be from the depreciation point of 
view and carry on with it and adjust oneself to the price level in the form of 
special reserves. | 

Mr. Macvonnetu: Mr. Gordon is saying we are acting prudently and up 
to the standard of other railways of this class. 

Mr. Gorpon: Definitely, yes. 

Mr. Macponnetu: Mr. Gordon referred a moment ago to the problem of 
highway traffic or words to that effect. Would it be relevant or does Mr. Gordon 
feel that there is a problem? I take it that perhaps this is not the time to be 
discussing that? — 

The CuarrMan: We have already had a discussion on that but I am sure 
Mr. Gordon would not mind repeating it. 

Mr. Macvonnetu: I will not press it. 


Mr. Futton: What I was going to say, Mr. Chairman, is that the second to 


the last paragraph in the letter of transmittal was written before the report 
of the Royal Commission on Transportation was printed and tabled and it 
contains these words dealing with the subject of highway competition: 
and it is hoped that the Royal Commission report will contribute 
significantly to this end. : 
Now, I would say, if I may venture another opinion that the one part of the 
Royal Commission report which above all others dealt with the problem with 
velvet gloves was that part dealing with the problem of road-rail competition. 
Mr. Gorvon: The reason I think, if I may interject, is when you look at it, 


the Royal Commission did not have authority to deal with that because it 


was a federal commission and it was outside the terms of reference. They made 
that statement in their own report that touched on the problem too that they 
were not in a position to make firm recommendations because it affects matters 
under provincial jurisdiction. | 

Mr. Furron: You have answered part of my question right there, which 

I give you credit for. I was going to say, your report having been written before 
the report of the Royal Commission was tabled and as a man who is accustomed 
to dealing with issues have you any further comment to make in the light of 
the Royal Commission’s report on that problem? 
Mr. Gorpon: I said here yesterday and publicly just recently I regard the 
problem of the relationship between highway traffic and railway traffic as the 
major railway problem of today. I think there is no question about that. As to 
how to deal with it, my opinions are far less firm but I said vesterday and I repeat 
that one of the first things we must establish are the facts and there is a great 
dearth of facts, statistical facts, and all kinds of information as to the kind of 
competition to which we are subject and methods of meeting it. 

Now, we have set up, again repeating, we have started not only in our 
own organization by having officers making a specific examination of the 
question as nearly as we can but we have also set up a transport economist in 
the railway association in the hope and expectation that he will be able to 
gather together for us the kind of information that is necessary to tackle this 
problem, 
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I think there has been a weakness in the railway field in that we have 

~ not made an exhaustive study and examination over the years as this problem 

grew. All I can do with it is deal with it as I found it and, speaking for myself, 

before I could advance to make suggestions as to the sort of thing that would 

be a remedy or at least be of help, I think there is a great need to get facts. 

I think the royal commission was handicapped by that very point—they neither 
had the facts nor could they get them. 

Mr. MacponneEuu: Just one other thing. In view of those very strong words 
Mr. Gordon has used, just before we leave this point, I would like to ask you, 
Mr. Chairman—and perhaps the minister would like to say something—if 

there is anything this committee can usefully advance on what is a tremendously 
important problem? We are all familiar more or less with the constitutional 
problems and the limitations.or handicaps under which the Turgeon Commission 
sat. ; 

Now, I suppose the meeting tonight is not exactly in the same position as 
when the commission was appointed—I mean constitutionally speaking—but, 
before we pass the report, I would like to ask whether there is anything we 
could usefully say, any recommendation we could make, any registering of the 
strong statement which Mr. Gordon has just made, any sending it on—or do 
you feel Mr. Chairman, that whatever can be done has been done by the 
expression of opinion? 

Hon. Mr. Cuervrrpr: May I ask Mr. Macdonnell a question. I hope that he 
will not take this in any offensive way, but would you be prepared to approve 
of an amendment to the Railway Act which would include both international 
and interprovincial regulation over highway transport? 

Mr. Macponne.u: I think I would have to take that as notice of a question. 


Mr. Fuuttron: We would do exactly as the government does and say we 
have not had time to consider all the implications. 

Hon. Mr. Curvrier: You want to know what you can usefully do and I 
ask you whether or not you would be prepared to support that kind of an amend- 
ment, which would meet the point Mr. Gordon is raising. 

Mr. Fuuton: He has not recommended that. 

Hon. Mr. Cueveter: No, but the royal commission presently has recom- 
mended that, and now I am asking Mr. Fulton whether he would be prepared 
to approve and support an amendment of that nature. 

Mr. Futon: I would like to hear your opinion first— 

Hon. Mr. Cuervrisr: I see. 

fe Fraser: Did not the minister suggest that in one of his speeches one 
time? 

Hon. Mr. Cuevrier: I may have, yes—and I went much further than that. 

Mr. Fraser: I think you did. 


Hon. Mr. Cueveier: That is why I am putting the question to you three 
gentlemen. I should perhaps ask Mr. McLure too and— 


Mr. Futon: By no means; but what is the next move? Quite literally, it 
is a question of what is the next move? Here is the problem. Is the only way 
to deal with it by bringing highway transportation, some phase of it at any 
rate, under the jurisdiction of an enlarged Board of Transport Commissioners? 


Hon. Mr, Cuerveier: That is one way of dealing with it but that just deals 
with a small part of the problem. The other part, the most important part, 1s 
the regulation of provincial transportation over which this government has 
absolutely no jurisdiction. 

Mr. Fuuron: But let us deal with it one bite at a time. Before we go on 


to provincial regulations what are the advantages or disadvantages of bringing 
interprovincial highway transportation under a central control—under the 
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Board of Transport Commissioners’ control? Let me put it this way and perhaps 
provide an easy way out if you like. Has there been any study given to that 
question following the report of the royal commission? 

Hon. Mr. Curvrizr: No there has not been for the reason I indicated the 
other evening. 

Mr. Fuuron: There has not been time yet? 

Hon. Mr. Cuevrier: That is right. 

Mr. Fuuron: I think we could leave it to the next sitting of this committee. 

Mr. Grorce: Mr. Chairman, does our current reference give us a chance 
to discuss the Turgeon report? 

Hon. Mr. CuHrvrier: Discuss what? 

Mr. Grorce: Do our terms of reference include the Turgeon report? 

Hon. Mr. Cuevrier: No they do not. 

Mr. Grorce: That is what we are on now. 

Hon. Mr. Cuervrier: I know, and we were on this Turgeon report in the 
House for two days but I did not want to take the position of attempting to 
stop members from discussing anything they want to discuss. Certainly to 
this question that is being brought up now I can add nothing useful other 
than what I have already said, because I do not know what disposition will 
be made of that part of the report. 

' Mr. Macponneuy: As far as I am concerned I think I am answered. 

Mr. Fraser: ‘That is why I never asked a question; I knew I would be 
out of order. 

The CHarrMAN: It has been moved by Mr. McCulloch that the annual 
report of the Canadian National Railways and the budget of the Canadian 
National Railways should carry? 

Carried. 


We will now take up Canadian National Steamships Limited. Is the com- 


mittee willing to dispense with the reading by Mr. Gordon of the report and may . 


we put it in the record without reading it? 

Mr. Futton: Which report? 

The CHarrMAN: The report on the Canadian National Steamships. It is 
moved by Mr. McCulloch that the report of the Canadian National Steamships 
Limited go into the record without being read. 

Mr. Fuiron: I do not agree; I am opposed to that. If Mr. Gordon is 
in bad voice perhaps one of his other officials might read it. It is quite short. 

Mr. Gorpon: 


Montreat, Marcu, 10, 1951. 


The Honourable LionrL CHEVRIER, K.C., M.P., 

Minister of Transport, : 

OTTAWA. 

Sir: 

The following report is submitted of the operations of the Canadian 
National (West Indies) Steamships, Limited, for the calendar year 1950. 

The operating results for the year compare with those of the previous 
year as follows: 


1950: 1949 Decrease 
Opersiing ¢ reventies 2) 30 eo ieee as Cake $5,124,200 $6,595,007 $1,470,807 22.3% 
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Freight. revenues amounted to $3,812,587, showing a decrease of 


-26-2% due to substantial rate reductions on sugar and flour, which con- 


stitute the principal cargoes, and to a reduction of 51,692 tons or 15:6% 


in the volume of traffic carried. 


The reduction in southbound tonnage, amounting to 17-6% reflected 
primarily the severe drop in Canadian exports to the British West Indies 
following the imposition of restrictions against purchases from dollar 
areas. Northbound tonnage declined by 14:6%, partly ‘because of a 
reduction in imports of sugar. Freight rate reductions were necessary 
to protect traffic against increased competition, particularly from ships 
under foreign flags. 

Unfavourable -conditions in the charter market reduced revenues 
from this source by $112,189 or 31%. 

Passenger revenues showed a slight increase, despite reduced fares 
and increased competition from airlines both on the major portion of 
the route and inter-island services. In September, 1950 an agreement 
was concluded with Trans-Canada Air Lines whereby passengers travel- 
ling between Canada and the West Indies receive the benefit of round- 
trip rates in using the aeroplane one way and the steamship the other. 
This arrangement should result in increased traffic for both Companies in 
the coming year. 

The reduction of 13% in operating expenses reflects the lower volume 
of freight handled, and the reduction in the number of voyages completed 
from 65 in 1949 to 63 in 1950. Operating costs were adversely affected 
by substantially increased handling charges at West Indies ports and — 
increased prices of ships’ supplies. 

The income statement on page 8 shows an over-all deficit i 
$1,028,767 after providing for the payment of interest on bond's and 
Government. advances. 

The traffic prospects for 1951 are more encouraging, particularly 
because of the relaxation of dollar import restrictions contemplated under 
the “Trade Liberalization Plan” effective January Ist, 1951. 

An extensive study is under way on the subject of trade relations 
between Canada and the British West Indies, with particular attention 
to the financial position of the Company’s steamship services. Pending 
the results of this examination it is difficult to express a precise opinion 
about the future of the Company’s operations, 

The fleet operated during the year consisted of the following 
vessels, no change having been made during 1950: 

Dead- 


Gross weight 
Tonnage Tonnage 
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Canadian Challenger..... Diesel powered and refrigerated 
Canadian Constructor....Diesel powered and refrigerated 
Canadian Cruiser........ Diesel powered and refrigerated 
Canadian Conqueror..... Non-refrigerated 
Canadian Highlander....Non-refrigerated 


Canadian Leader......... INOn-TeLmeera Led yh fol Ain hain Midvale earecshola ts Gia mal ates 2,930 4.532 
Canadian Observer...... ING ROLT IEE ALOU ae oc RS casiaas cab a re wats fare 6 scot 2,967 4,532 
-- Canadian Victor......... Non-refregerated /.........eeeeee prcce cree ees 2,963 4,532 


51,073 56,115 


An unfortunate incident occurred on June 23 when the Canadian 
Constructor ran aground on the east coast of Grenada sustaining damage 
to the ship’s hull and cargo. The ship was refloated and after temporary 
repairs at Grenada returned to Saint John, N.B., where major repairs 
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_ CONSOLIDATED INCOME ACCOUNT 
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Mr. Fraser: I would like to ask a question, Mr. Chairman. Are the crews 
of those ships screened as they are going to be on the Great Lakes? 


Mr. Gorpon: There has been no action taken concurrently with what has 
been done on the Great Lakes up to now, but I may say most of our employees 
are people who have been with us for a considerable time. 

Mr. Fraser: I understand that. | 

Mr. Gorpon: We have taken no specific action up to now. 


Mr. Cavers: May I ask what the decision of the court of inquiry was on the 
circumstances surrounding the accident? : 

Mr. Gorpon: It was, generally speaking, that the captain and one of the 
mates—I have forgotten whether the second or third mate—on duty at the time 
were jointly responsible for negligence, that they had not kept a proper lookout; 
that they were off their course; and that the proper safeguards, proper naviga- 
tional safeguards, had not been fully observed. 

Mr. Furiton: What action was taken following that finding? 


Mr. Gorpon: The captain was removed from command; the second officer, 
I may say was the one I was thinking of. 

The captain was removed from his command and I am looking for what 
was offered to him. My recollection is that we offered him a job as mate on one 
of the ships but he decided not to take it. Also it-was ruled that the captain 
and the second officer who were jointly responsible should not serve together 
on the same ship. 
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Here is the item I want: The captain .. . . refused to accept demotion to 


_ chief officer of one of our cargo vessels and has indicated that he intends to 


resign and seek employment elsewhere. 
(Statement off the record.) 


Mr. Fraser: May I ask you a question on the second paragraph on page 5: 
“An extensive study is under way on the subject of trade relations between 
Canada and the British West Indies, with particular attention to the financial 
position of the Company’s steamship services. Pending the results of this 
examination it is difficult to express a precise opinion about the future of the 
Company’s operations.” 

Mr. Gorpon: That is all very involved and it is now under study. 

Mr. Fraser: But you are making some progress on it? : 

Mr. Gorpon: Yes, they are, but I do not know just how much. It keeps 
coming up in my diary over and over again and I am informed that we will have 


a report soon. 


Mr. Futton: Last year Mr. Gordon you made a very accurate prognostica- 
tion. 


The CHatrMANn: What did you say? 

Mr. Futron: On page 243—you said, “In regards to passenger traffic it is 
not expected that 1950 will be as good as 1949.” I am sorry, Mr. Chairman, 
I had not intended to be sarcastic, but I had formed the impression from the 
reading of the report of the committee of last. year that Mr. Gordon did prog- 
nosticate the results for the year under review, for 1950; that they would not 
be as high as 1949, and that is amply borne out by the report we have before 
us. As I recall it, by the written report for last year, on pages 242 to 246 
inclusive, a large part of the examination related to the profits or otherwise 
which might be earned by the Canadian National West Indies Steamships, and 


_ that they would depend in large part upon a treaty between the government 


and the West Indies. 
The CHarrmMan: What pages? 


Mr. Fuuton: On pages 242 to 246 inclusive. Reading from the bottom of 
page 242 I asked this question: 


Last year the committee discussed this question generally and Mr. 
Vaughan made a report which will be found in the proceedings of the 
committee of last year and he made this comment with respect to the 
treaty agreement, he was referring to the decline in the volume of traffic 
and the fact that the subsidies should not cover the loss which the com- 
pany was incurring. He said (this will be found on page 127): 

The advances in question did not represent additional capital invest- 
ment in the enterprise nor did they provide assets capable of earning an 
interest return. 

The accounts of the company do not, however, reflect the. full 
financial advantages to Canada of the company’s operations. Prior to 
the inauguration of its services an annual subsidy of $340,666 had been | 
paid to private operators for service to the eastern group of islands only. 
Under the 1925 trade agreement Canada undertook to provide certain 
ship tonnages and services for which tenders were invited from steamship 
interests. Private interests asked for an annual subsidy of $582,783 for 
operation of the eastern services only. No. offers were made for the 
western service. The company was therefore incorporated for the pur- 
pose of carrying on both of the services called for in the trade agreement; 
and on the basis of the above-mentioned tender for part of the service 
only it is reasonable to assume that Canada has thereby saved a very 
large sum in subsidy payments. 
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Then I asked this question: SF : 
I wonder if the minister or the management of the company would 
care to make any statement as to whether a new ‘treaty has been 
negotiated or is being negotiated. 
To which the minister made the reply: : j; 
The question of the treaty depends upon a department other than 
the Department of Transport; I refer to the Department of Trade and 


Commerce. I do understand that it was the intention of Canada and— 


some of the Caribbean countries to meet and discuss terms for a new 
treaty. Unfortunately, during the war, that was impossible. In the 
postwar period trade was relatively heavy and it was not necessary 
to do that. But _at the moment I-would think that the position is such 
that perhaps the time has arrived when negotiations should be entered 
into; but as I say, it is a matter for Trade and Commerce. Other than 
_that I cannot add anything. 
Then I went on to say: 


Mr. Vaughan expressed the hope last year that in any new agree-— 


ment which may be negotiated cognizance will be taken of the greatly 
increased cost of operation by the inclusion of enhanced subsidy provisions, 
and that it will contain some measure of assurance that the company 
will continue to obtain a fair share of the available tonnage movement 
commensurate with the services operated. I was going to ask if the 
tonnage has declined, and if so is consideration being given to a reduction 
in the number of trips? I notice that under the treaty arrangements 
there were to be 65 trips a year; is that number to be reduced providing 
tonnage is not available? 

Mr. Gorpon: The situation we are in at the moment is that we are 
keeping up the trips so long as we think we can make something on them 
at all but our competition is increasing steadily. I have a short statement 
in regard to the prospects which I shall be glad to read. 

Then, in the report that he read he said: 

We estimate our total passenger revenue will be in the vicinity 

of $800,000. 


Estimated freight earnings for the year 1950 are expected to amount ~ 


to about $4,813,606. 


 Let’s get back to that statement by the minister with respect to a new 
trade treaty; I was wondering whether such a treaty had been entered into, 
and if so what is the result with respect to the company’s operations? 

Hon. Mr. Cueverer: I am not aware that any such treaty has been entered 
into. All that I am aware of is that we in the Department of Transport have 
had some negotiations with the Caribbean countries with reference to subsidies 
and with reference to the payment of subsidies for the service. Beyond that 
I know, or I have been informed that the Department of Trade and Commerce 
have not entered into any formal negotiations to amend the present agreement. 

Mr. Fuuron: Well then, what is going to be done? | 

Hon. Mr. Cuevrerer: I hardly think there would be much success even if 
an attempt were made because trade between the Caribbean and Canada is not 
at its best now and the position there is what it is because of the sterling’ 
situation. I doubt very much if this would be an opportune time to negotiate 
an agreement. 

Mr. Futron: Then I am referring to material immediately below that which 
I have quoted on the same page to which I have referred, and more particularly 
to the position which has been taken in past years—that to a large extent 
these services which were maintained were maintained in order to: sustain our 
prestige in the West Indies and we were reconciled to accepting some loss on 
the service, which losses will not be overcome until we can work out some kind 
of a trade treaty. Isn’t that the position? 
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__ Mr. Gorpon: I would like to make a comment there, before the minister 
replies, if I may speak to that? 


Hon. Mr. Curvrrer: Yes, I wish you would. 


Mr. Gorvon: I think this situation is one which the Canadian National- 
West Indies service will have to face, and it will have to be faced this year 
because ships will have to be purchased anyhow, we are going to have to replace 
some of them in the reasonably near future. We know that they will have to 
be replaced, and we know that a recommendation will have to be made this 
year so we are making as careful a survey as we can to establish all the facts, 
both in regard to the type that will have to be put into the service, and to 
determine whether or not we can see any possibility of enlarging the service 
so as to make it a profitable operation, to see whether we can combine that 
service with some other service, and a number of factors of that kind. And 
when we have reached a conclusion it. will be my duty to lay before the govern- 
ment exactly what we see in regard to the operation; and then there will have 
to be a decision taken as to what. policy Canada wants to take towards that 
part of the world. Two things will emerge from that; one is whether or not 
Canada can persuade certain of the West Indies countries who are to be benefited 
by this service to contribute to its operation in the form of subsidies, or whether 
Canada thinks it is sufficiently important for them to provide a subsidized 
service to that part of the world. Now, that decision will have to be taken 
and the minister has not yet been provided with the facts on which the govern- 
ment can consider these points. I think that is the way it stands. 

Mr. Macponne.u: I wonder if Mr. Gordon could give us some information 


as to the result of the operations of this Canada West Indies Steamship Lines 
over the years. : 


Mr. Gorpon: In the years from 1929 through 1934 and down to date a 
steady deficit has accumulated. In 1934 it amounted to $5,039,960.94. In the 
years 1946, 1947 and 1948 there was repaid from surplus a total of $1,441 455.20, 
and at the present time the figure is $2,618,505; so the only profitable years that 
I can see from this statement were the years 1946, 1947 and 1948 and those were 
war-time profit figures. 

Mr. Macponne.u: There is another thing on which I am not clear— ‘ 

Mr. Gorpon: Just a moment, please. We accumulated something else. The 
figure which I gave you is the figure shown in net results, of the operation, but 
we have accumulated through those operations other reserves. ae 
Mr. MAcponngELL: Oh yes, I see you have there an insurance reserve fund. 
Mr. Gorpon: Yes. | | 
Mr. Macponnetu: Oh yes, that is shown on the balance sheet as the 
insurance reserve. Now, where do you show this general replacement fund? 
Mr. Gorpon: Where do we show it? 

Mr. MacpDOoNNELL: Yes. 
Mr. Futtron: That is shown on page 6. Mayes! 

Mr. Gorpon: You will see it on the balance sheet, Mr. Macdonnell. It shows 
under investments in vessels and in the vessel replacement fund. The total 
figure there is $8,950,000. : 

Mr. Futron: Mr. Gordon, the fact is that your reduction in earnings as 
compared to last years forecast is even greater than you anticipated, they 
declined to an even greater extent than you estimated, while passenger earnings 
were higher than you estimated. Now, last year we asked you a question with 
regard to the possibility of increasing freight traffic and my recollection is that 
you said it would depend largely upon whether you were able to negotiate 
favourable trade treaties with those countries, and I take it from what you told 
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us a moment ago, and especially by what the minister said with regard to the 
fact that we are no longer able to negotiate favourable trade treaties, that the 
whole service still hangs in the balance. 


Mr. Gorpvon: That is part of the analysis they will have to make when 
we submit the whole question to the government. It is not. only the matter of 
the trade treaty, about which I am not informed, but it is a question of the 
extent to which we are able to negotiate with this sroup of countries, how much 
they are prepared to contribute to the service in cash. This, again, is a general- 
isation, but we see no immediate prospect of making this service profitable. 


Mr. Fuutron: Last year you also told us—I beg your pardon, you did not | 


tell us, I was wrong again there—the previous year’s report indicates that 
representations had been made to the government that if the service is to be 
continued we should have to have an increase in the amount of their subsidies. 
Now, the minister told us in the previous year that a subcommittee of the 
cabinet. was established to deal with the problem, that the problem was under 
consideration by a subcommittee of the cabinet; and I asked the minister a 
question last year, what was the result of that consideration: and the minister 
said—I am sorry, I am reading from page 245— 


Hon. Mr. Curvrier: I am afraid that I cannot add very much to 
what I said at that time last year, namely, that the government had given 
the matter consideration. No further consideration has been given since 
then. And the view taken at the time was that this loan was in an 
entirely different category from that of the Canadian National. 

Then over the page, on page 246 the minister said: 

I should not say that it was an adverse decision, and if I created 

that impression, I should not have done so. It was not an adverse decision. 

It was a consideration of the subect matter and it was thought that no 
favourable decision should be taken because of the attitude of the Depart- 
ment of Finance. It was not a declining of the proposal made. That is 
why I-say, in view of the whole question of recapitalization of the 
Canadian National Railways being before the royal commission I do 
not think this would be an opportune time to ask them to consider it, 
because I feel the answer would be: Let us wait for the report. 


Now, we have heard the report and I appreciate that there has not been 
very much time to give consideration to it, but im view of the earning position 
of the Canadian-West Indies Steamships, I wonder if the minister could tell us 
whether any further consideration has been given to the matter of an increase in 
the amount of subsidies granted to the service, or whether any decisions have 
been reached on that matter. 

Hon. Mr. Cuevrrer: I think what Mr. Fulton is adie from clearly 
indicates that we were considering at the time the abandonment of the interest 
charges and not the question of particular subsidies. 

Mr. Futon: Oh yes, that is true. I am sorry, I did not make it clear. 

Hon. Mr. Curvrier: You coupled it with the trade treaty. 

Mr. Fuuron: No, I mentioned that subject as one of the conditions behind it. 

Hon. Mr. Cae. As you will recall, the interest charges over the years 
have amounted to $3,618,000. I must say ‘that the matter is as stated in the 
report; namely, that until such time as we take action on the capitalization of 
the Canadian National Railways I do not think it would be possible to deal 


with this. There is no immediate ruslf so far as this is concerned because I _ 


think if there had been perhaps it would have been necessary to take action on 
the capitalization of the C.N.R. many years back. 

- Mr. Fuuttron: Mr. Gordon said that a decision would have to be faced this 
year as to whether or not we are to continue the service. 
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Hon. Mr. Cuervrier: He did not say that a decision would have to be taken 
this year as to wiping out of the interest on the $3 million and six. 

Mr. Fuuton: That must enter into the question of whether we continue ie 
service because if we continue to pile up a deficit, that will have a bearing on 
the decision, will it not? 

Hon. Mr. Cuevrier: It will have a bearing, but not such a tremendous 
bearing as you would seem to think. 

Mr. Gorpon: The relative order of magnitude is shown in the statement on 
the last page where you will see a charge headed “Interest on government 
advances $90,462”, out of a total deficit of over $1 million. 

Mr. Futton: That is just under one-tenth. 

Mr. Gorpon: Bearing in mind that the deficit of this operation is voted 
each year by parliament, I am not sure if you understand that this does not 
affect the operations of the Canadian National Railways. This deficit is paid 
quite separately from the Canadian National Railways. 

Mr. Futon: Certainly it is; but I am talking about Canadian National 
_ Steamships. We all are. You said you felt a decision should be reached this 
year or very very soon as to whether or not the service should be continued. 
In past years it has been submitted by Canadian National Steamships through 
the management of the Canadian National Railways which is the same, that 
there should be a remission of this interest charge. 

Mr. Gorpon: Yes. 

Hon. Mr. Cueverier: I can tell you right away that the decision which will 
be taken on the point Mr. Gordon has brought up is an entirely different one from 
the decision which will be taken om the interest charges. The question of the 
interest charges is, shall I say, but a drop in the bucket compared with the other. 

Mr. Fuuton: It has been a drop in the bucket for three years now. 

Hon. Mr. Cuevrier: It has been dropping for more than three years. It has 

been dropping for many years. 

Mr. Fuuron: For three years now it has been referred to in the report to 
this committee. I ask the minister if we are any closer to a decision? 

Hon. Mr. Cuevreier: As I said a moment ago, unfortunately we are not. 

Mr. Macponneui: What about that special replacement fund of $4 million 
' and three? Is that just a bookkeeping entry or was it built up out of earnings? 

Mr. Gorpvon: The fund was built up from recoveries from the British 
Ministry of War Transport, for example, for the loss of the Lady Somers, and the 
loss of the Lady Hawkins which was also sunk. We recovered the insurance on 
that particular ship. The same is true of the Lady Drake. 

Mr. MacponnEtL: You have answered me. All I wanted to know was if 
that fund was one which was built up. 

Mr. Gorpon: It was made up of payments actually made for ships which 
were lost during the war. 

Mr. Mort: With respect to those two passenger ships, do they just sail 
to the British West Indies or do they call in at any American ports? 

Mr. Gorpon: Montreal, Boston, Halifax. They run to Halifax in the winter 
months and in the summer they go up to Montreal. 

Mr. Morr: Do they call at American ports both in the winter and in the 
summer? 


Mr. Gorpon: Both times, during winter and summer, yes. 


Mr. Morr: What about your diesel powered refrigerators, are they paying? 
Which of the boats is it that is not paying? 
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Mr. Gorpon: We have not got each vessel here on the results. 

Mr. Morr: I just wondered if the diesel powered boats you have were 
paying more? | : 

Mr. Gorpon: The diesel powered boats are certainly our best ones. We keep 
a record of each voyage rather than the over-all results. 

Mr. Mort: I did not want you to go into the details. 

The CHAIRMAN: Carried. 

Mr. Futron: Last year Mr. Gordon said that the government was keeping 
its eyes open to see if they could dispose of two ships which had been laid up. 
May I ask if we have had more encouragement since then? 

Mr. Gorpon: We have changed our mind because of a change in the 
international situation. We decided to hold on to the boats. I think that both of 
them are now under charter hire, but we still own them. 

Mr. MacponneEtut: What percentage of your insurance do you carry? You 
have got a self-insurance fund? 

Mr. Gorpon: We carry that insurance in our self-insurance fund as it 
stands now. But if the international situation should get worse, we would have to 
consider it, probably. 

Mr. MacponnELL: ‘You mean that your only protection against loss is that 
$1 million and seven? | 

Mr. Gorpon: That is right. 

Mr. Macponnetut: How much would one of those ships cost? 

The CuarrMAN: All the ships are carried in the inventory at $4 million. 

Mr. Gorpon: ‘They are all shown there. The grand total actually is $4 
million, but that is net after depreciation. $4,636,000 as shown in the balance sheet. 

The CuairMAN: It is 40 per cent of the total value. The insurance fund is 
40 per cent of the total value of the ships. 3 

Mr. Macponnetu: Surely that is a written-down value. It is not a 
replacement value. 

Mr. Gorpon: It is not a replacement value, no. 

The CuarrMAN: But it is the amount at which they are carried. 

Mr. Macponnetu: Is Mr. Gordon satisfied with it? | 

Mr. Gorpon: We reviewed the matter just two weeks ago in respect to our 
insurance fund, and the report of the officers who examined it was that it was 
adequate. . . 

Mr. Futron: Iam sorry to have to go back to this point, but I would ask 
Mr. Gordon about the two ships which had been laid up. I think he told me that 
they had been chartered, that they had changed their decision, and that they 
had been chartered. You mention in your report that the unfavourable position 
in the charter market reduced the revenue from this source by as much as 31 per 
cent. Has there been any change in that situation since the report was written? — 


Mr. Gorpon: Iam not up to date on that, but my impression is yes. I think 
that is the case. But the real change in our decision was that we decided not to sell 
the ships. We decided, in view of the international situation, that we had better 
keep our hands on them and use them to the best advantage. 


Mr. Futton: Do you suppose there will be any possibility of your using 
them to reduce your over-all deficit by increasing the use of the charter system? ° 
Mr. Gorpon: We are watching that very closely, and if we can charter 


them to better advantage than to operate them, we do so. We are watching that 
all the time. 


a 
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Mr. Futton: ‘You really have to balance the two things against each other. 
You are operating at a deficit, but nevertheless the international situation is such 
that we cannot lightly make a decision and let the whole thing go. 


Mr. Gorpon: Some of these ships operate as tramps. They have no 
recognized routing. They will pick up cargoes as they find them. And in that 
situation we sometimes find it to be an advantage to charter hire a specific ship, 
and we watch it on the basis of doing so. We are proceeding on the basis of the 
best advantage as to earnings. 


Mr. Fraser: I notice that your pension item for this year, 1950, amounted to 
$25,116; but for 1949 it was only $6,272. Why the increase? Was there a 


different policy put into effect? 


Mr. Gorpon: Yes, and as I explained earlier when talking about the Can- 
adian National, we provide the actual cash value of the pension for the officers 
who retired during the year. This merely indicates that we had more officers 
retire in 1950 than we did in 1949. 


Mr. Fraser: Thanks. 

Mr. Gorpon: Or at least those officers receiving a certain pension. 

Mr. Fraser: Officers? Would this not also cover the men? 

Mr. Gorpon: It would cover anybody who was covered by the pension fund. 
Incidentally, seamen are not in the pension fund. 

Mr. Fraser: You say that the seamen are not in the pension fund but I take 
it that the officers would be. Would the engineers come under the fund? 

Mr. Gorpon: Yes, the engineers would be in the fund. This is a Canadian 
National fund we are talking about. They are covered by the Canadian National 
pension fund, and those are the terms made under the contract for these 
particular people. 

Mr. Fraser: And the engineer would be covered, the first mate, the second 
mate, and the captain? 

Mr. Gorvon: Mr. May tells me that generally the line of division is below 
decks and they are not covered. I mean the seamen; while those above deck are. 

Mr. Futton: I have two questions I would like to ask. One is with reference 
to a question referred to last year with regard to the possible shipment of apples | 
from the Maritimes to the West Indies. At that time I think Mr. Gordon stated 
that he would not lightly undertake the installation of any refrigeration in those 
ships because of the capital cost. But he said that he would look into the 
potentiality for markets down there, and if he found it to be justified, he would 
consider the installation of refrigeration. May I ask if any decision has been 
made? } 

Mr. Gorpon: There has been no success in the matter. My break-down of 
export tonnage by commodities shows that we handled no apples at all. 

Mr. Fuuron: You mean that you had no request for apples? 

Mr. Gorpon: We were not able to develop a market. I might say that our 
main commodity during 1950 was flour. 

Mr. Fuuron: Thank you. My other question will be directed to the 
minister. I wonder if the minister can tell us whether there is any hope for a 
new trade treaty with the West Indies? Has it been abandoned, or merely 
postponed for the time being? ges 

Hon. Mr. Cuerverer: I do not think I can give you much hope of a new 
agreement being entered into particularly because of the present situation. The 
last conversation, which was off the record, I had with the Hon. Mr. Howe was 
pretty much to that effect. It would be difficult to negotiate a new treaty. 
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Mr. Fuuron: We are just. hanging on then by the skin of our teeth? 

Hon. Mr. Curvrier: It is not very hopeful, I must say. 

Mr. Fraser: Some of the men below decks have been with the Canadian 
National West Indies Company for a number of years. Are they protected 
at all? 

Mr. Gorpon: It is such a rapidly revolving constituency, so to speak, that it 
is not the practice in shipping to put that type of labour under pension fund 
protection. 

Mr. Fraser: And they have not asked for it? 

Mr. Gorpon: It. has not been raised to my knowledge. ; 

The Cuarrman: Are there any further questions? If not, Mr. McCulloch 
moves that the annual report of the Canadian National Steamships carry. 

Mr. Futton: I would second that motion.~ : 

The CuarrmMan: All those in favour? Those opposed? The motion is 
carried, unanimously. Next, we have the annual report of the Canadian National 
Railways Securities Trust. 

Mr. Fuuton: Do we not have a separate budget for the Canadian National 
Steamships? 

The Cuairman: Yes, you are right. Thank you, Mr. Fulton. The budget. 

Mr. McCuutocu: I move that the budget be adopted. 

The CuHairman: It has been moved that the budget of the Canadian 
National Steamships be adopted. All those in favour? All those opposed? 
I declare the motion carried. 

Mr. Futton: Where is it? | 

The CHarrMAN: It is on page 6 of the budget papers which you have 
before you. 

Hon. Mr. Cuevrier: It is the last page of the Canadian National budget. 

Mr. Futron: You anticipate, based on a quick glance at this page, no 
betterment in trade next year? 

Mr. Gorpon: Generally speaking, yes. This budget I might say is pretty 
much of a guess. It is of course an informed guess. I cannot say it is any 
better than that. Conditions in the trade are very speculative and we just | 
make the best estimate that we can with such knowledge as we have of the 
traffic and the minimum prospects. 

Mr. Futton: When do you expect to be able to put the proposition to 
which you referred earlier before the government? 

Mr. Gorpon: Well, I do not like to make promises unless I am definite 
about them. But I believe that our report which I inquired about just the 
other day should be ready in the course of the next month. I have some inves- 
tigations which are collateral to it, and they may take longer. But I would 
hope during the course of the next month to have knowledge whereby I would 
be in position to reach a decision as to what we should put before the govern- 
ment. 

Mr. Fuutton: That is your recommendation? 

Mr. Gorpon: I am not so sure that I am prepared to make a recommenda- 
tion. I think it is one of those cases of exposing the harsh facts and letting 
somebody else make the decision. 

Mr. Fuuton: I agree with you there. 

The Cuarrman: Next is the annual report of the Canadian National Rail- 
ways Securities Trust. I believe there are no changes since last year. Are 
there any questions on this? 
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THE CANADIAN NATIONAL RAILWAYS 
SECURITIES TRUST 


Orrawa, 6th March, 1951. 


The Honourable Lionel Curvrimr, K.C., M.P., 


Minister of Transport, 
Ottawa. 


Sir.—In conformity with Section 23 of The Canadian National Rail- 
ways Capital Revision Act, 1937, the Trustees of The Canadian National 
Railways Securities Trust submit the following report for the calendar 
year 1950. 


No capital losses were charged to Proprietor’s Equity during the 
year, and accordingly the book value of the capital stock of the Securities 
Trust, as shown on the Balance Sheet, remains unchanged from Decem- 
ber 31, 1949. 


There were no transactions during the year affecting the collateral 
securities held by the Securities Trust. 


The Trustees present herewith the Balance Sheet as at December 31, 
1950. | 


J.C. LESSARD, 
For the Trustees. 
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Mr. Macponne.tu: What useful purpose does this serve? 

Mr. Gorpon: I think that the Royal Commission has given the answer 
to that and it is part of their recommendation that it should be eliminated 
from the balance sheet of the Canadian National Railways. There has been 
no change in this report as between this year and last year except that the 
date is changed from 1949 to 1950. 

The Cuairman: It is moved by Mr. McCulloch that the annual report of 
the Canadian National Railways Securities Trust carry. 

Carried. 


Before we adjourn, Mr. Gordon has an answer for Mr. Macdonnell and 
I believe one or two other answers that I would rather have completed tonight. 

Mr. Gorpon: I think I can do that in a general way here. One question 
was in connection with, I think it was Mr. Fulton who asked as to where the 
Board of Transport Commissioners stood with respect to an examination they 
made on March 15 on the accident records generally and whether they brought 
in any recommendations. The answer to that is that the board has not made 
any recommendations yet but we understand that they intend to call in 
representatives of the various brotherhoods, the various unions, and to have 
the men themselves make recommendations to the board as to various features 
which they feel might be incorporated in accident prevention methods, so that 
the matter is pending and we expect to have that hearing shortly. 

The second matter I have here is, I have forgotten who asked me, about 
the relative prices in respect to fuel oil and coal generally and I have had this 
worked out on the basis of taking the highest test, namely, the relative 
efficiency of the Brazeau briquettes as a fuel compared with oil. 

Now, the only way to get that is to run tests and this is how it works out. 
We feel that one ton of briquettes is equal to three and a half barrels of 
Bunker “C” oil. The price of Bunker “C” oil is $1.70 per barrel which would 
mean that the equivalent of one ton of briquettes would cost $5.95. Brazeau 
is now out of business temporarily but they will be back in business in July 
or August. The last price we paid for briquettes was $7.73 per ton; in other 
words, $5.95 for the amount of the oil that I mentioned can be compared with 
the $7.73 for briquettes. 

Now, that establishes the highest record, so to speak, for coal consumption 
and the differential between oil and coal would increase as the quality of the 
coal deteriorated. In other words, the Bunker “C” oil would remain constant 
in quality and the coal varies all over the place, but if you compare the 
highest type of coal in a form which gives us the best usage, namely, briquettes, 
the comparison is $5.95 for oil as against $7.73 for briquettes. Does that answer 
the question? 

Mr. Gititis: Mr. Thomas asked: that question but he is not here at the 
moment. 

Mr. Gorpon: It is on the peeae anyhow. 

Now, Mr. Macdonnell, I said I would make some more general remarks with 
respect to our general immigration set-up. Generally speaking, there are three 
classes of immigrants that are handled, the first are the immigrants which 
we may drum up ourselves, by direct contact, and we interest them in 
looking at our lines or coming over our lines to find some place to go and 
to find work for themselves. We give these people all the information we 
can. The second type are those who are ‘brought in by federal government 
or provincial government labour departments who are looking for special 
types of skills. The third type are those who just want to come out and 
get along the best they can. Those three classes are again divided up into 
two classes, namely, those who originate in Europe, and those who originate 
in the British Isles. Those originating in Europe require to have their passports 
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visaed by a Canadian official in Europe. That official will always make 
enquiries to ascertain that the individual immigrants have enough money to 
see them to their destination and have the intention expressed which would 
indicate that they are not going to become a charge on the community but are 
going to be met by some relative or have a job to come to. 

In the case of the British they do not need visas but nevertheless if we are 
handling them we make those enquiries. Now, all classes of immigrants are 
met at the immigration point in Canada, let us say Halifax, for example. No 
one is allowed to depart out of the immigration quarters until he is examined. 
by an immigration official who ascertains or satisfies himself that he has enough 
money to reach: his destination or to look after himself and to carry out the 
intentions that they have declared. At that point we are very much in the 
picture with them, we provide a service for all these immigrants, we take them 
to their destinations, we have a person who can speak their language, interview 
them, they get on board our trains where we have travelling representatives 
who talk to them and find out what they are doing and we establish that they 
know what they are doing, and that they are going to be met by somebody, either 
their relatives or by the representative of whatever government department may 
have. been interested in bringing them here to this country. If we are the 
interested party we see to it that they are taken to the farm that they may 
be interested in, look it over, make certain that they know what they are doing 
and generally keep a pretty paternalistic eye out for them so they do not get 
into trouble. 

That is the way we treat them and we make pretty good friends of these 
new citizens. 

Mr. Macponneuu: Thank you. 

Mr. Ginus: Mr. Gordon, the immigrants you drum up over there, do you 
have selection teams in Europe or how do you screen them? 

Mr. Gorpon: No, we have a very limited staff. What we provide is an 
information service. We have representatives established in these places and 
through these contacts they keep in contact with steamship companies. We get 
leads from the steamship companies with which we are associated and we get 
in touch with intending immigrants, find out their particular intentions and 
provide them with a sort of information service. 

Mr. Giuuis: The screening over there is done by whom? 


Mr. Gorpon: I said in the case of Europe it is usually by the ieamteranaaee 
officials. 

The CuarrMan: I might say if the committee is willing to sit for another 
forty-five minutes, Mr. Gordon is willing and I believe we could clean up the 
small amount of business remaining. If the committee does not want to do that 
I am not going to press it. We simply have the auditor’s report and the three 
budget items. 

Agreed. 


Mr. Fraser: Mr. Chairman, there is the Trans-Canada Air Lines auditor’s 
report in this but we will not ‘be covering that, I mean in the auditor’s report. 

The CHArRMAN: We will simply cover the parts that Mr. Gordon is inter- 
ested in. | 

We will now consider the auditor’s report. ; 
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CANADIAN NATIONAL RAILWAY SYSTEM 


THE HONOURABLE THE MINISTER OF TRANSPORT, 
Orrawa, CANADA. 


Sir:—We have audited the accounts of the Canadian National Railway 


System for the year ended the 3lst December, 1950 under authority of The 


Canadian National-Canadian Pacific Act, 1936, and we now report, through you, 
to Parliament. 
GENERAL SCOPE OF AUDIT 


In brief, our audit of the System accounts for 1950 included: 

(a) Examination of major expenditure authorities in conjunction with the 
recorded Resolutions of the Directors, which in turn were related to 
Corporate By-Laws, Orders in Council and Acts of Parliament; 

(6) Audit tests in the offices of Regions, Separately Operated Properties 
and System Headquarters, limited to a cross-section of the major expen- 
ditures so authorized; 

(c) Examination into the adequacy of the internal audit control in general 
as exercised by the accounting department of the System. In this con- 
nection we worked in collaboration with the executive accounting officers 
at Headquarters having as a common objective the securing of max- 
imum internal protection to the System in the control of Cash Receipts 
and Expenditures, Securities Held, Material Stores and Accounts 
Receivable of all types. The System is further protected by Fidelity 
Bond Insurance with outside Underwriters; 

(d) Audit of the Consolidated Income Account and the Consolidated 
Balance Sheet and certification thereof. 


Our test audit covered the various Balance Sheet accounting units in Can- 


ada, the United States, London (England) and Paris (France) with Income 


Accounts originating in the Revenue Offices, Regions, Separately Operated 
Properties and System Headquarters which comprise the System as an operating 
entity. 

Apart from those pertaining to the Trans-Canada Air Lines and the non- 


. operating Canadian Government Merchant Marine, Limited, the holdings in 


the Capital Stocks of the Affiliated Companies are insufficient to give voting 


- eontrol and accordingly the Companies are not treated as units of the System 
nor have their accounts been audited by us. In a few instances their accounts 


were certified by Public Accountants but for the most part they were audited 


by joint committees composed of System accountants and representatives of 


outside interests. 
CONSOLIDATED INCOME ACCOUNT 


— Depreciation and Maintenance 


In respect of “depreciable” Fixed Properties—defined in the 1943 Order of 


the Interstate Commerce Commission as including bridges, buildings, stations, 


shops, etc., but excluding track structure—provision for depreciation, at rates 
resulting in a composite rate of approximately 12%, has been made during the 
year for the United States Lines of the System through the appropriate Main- 


tenance Accounts in accordance with the above mentioned Order whereas the 


Canadian Lines have taken up through the Maintenance Accounts provided 
therefor the loss of service value at the time of replacement or retirement. 
Track structure composed of ties, rails, track material and ballast is not 
classified by the Interstate Commerce Commission as an asset for which provision 
for Depreciation should be made; accordingly the loss of service value was 
taken up through Maintenance of Way and Structures accounts at the time of 


- replacement or retirement on both the Canadian and United States Lines of 


the System. 
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Provision for Depreciation has been made for the Equipment of both the 
Canadian and United States Lines of the System. The 34% annual depreciation 
rate used for Rail Equipment of the Canadian Lines was approximately the same 
as the latest available composite of the rates’ used by the Class 1 Railroads in 
the United States. | 3 

In addition to charges for depreciation and those for loss of service value 
_taken, up at the time of replacement or retirement, the Maintenance accounts as a 
whole included tthe cost of day-to-day repairs and partial renewals on both the 
Canadian and United States Lines. These repairs and partial renewals are 
recognized costs of maintenance whether or not depreciation accounting is in 
effect. - 

During 1950 the balance of the Deferred Maintenance Reserve was fully 
utilized by erediting $9,000,000 to Maintenance of Way and Structures. 

We have received certificates from the responsible operating and executive 
officers to the effect that the Fixed Properties and Equipment have been 
maintained in a proper state of repair and in.an efficient operating condition 
during the year; that in so far as traffic demands would permit, such Physical 
Retirements, which should have been made during the year as a result of wear 
and tear and obsolescence, have been made and that notification of all such. 
Retirements has been given to the Accounting Department. 


Insurance Fund Operations 

The operations for the year resulted in a profit of $85,000 which was credited 
to Railway Income. The Reserve which was increased during the year by 
$600,000 amounts to $12,835,000 and includes the estimated amount of $235,000 
set aside to meet the larger unadjusted loss claims. 


CONSOLIDATED BALANCE SHEET 
Assets | 

Against the Corporate portion of the property investments brought into the 
National System accounts at the Ist January, 1923, there have been properly 
applied the reductions authorized by the Canadian National Railways Capital 
Revision Act, 1937, but no similar reductions were authorized at that time 
covering the Crown property investments in the Canadian Government Railways. 
Since the Ist January, 1928, the Additions and Betterments less Retirements 
of the System have been shown on the general basis of cost. It should be pointed 
out, however, that, with the exception of two vessels paid for by the Government 
of Canada, no value has been placed on the property investments taken over 
from the Newfoundland Railway as at 1st April, 1949. ; 

The several special funds including Capital and Other Reserve Funds, 
Insurance Fund and Pension Contract Fund, amounting in total to $73,563,000 
are represented by investments in the securities of the Government of Canada, 
the National System and securities of or guaranteed by the Provinces, together 
with cash and sundry current assets. At the year-end System Securities included 
in these Special Funds were valued at par. Securities of the Federal Government 
and those of or guaranteed by the Provincial Governments amounting to 
$56,927,000 were based on cost which exceeded the market value by 1-12%. 

The portion of Insurance Fund investments of $3,876,000 in System Securities, 
the listings of which were withdrawn from the Exchange as a result of the war- 
time United Kingdom Vesting Orders, have been taken at par for the purpose 
of the foregoing year-end market valuation. In view of the fact that these 
Insurance Fund investments are in System securities no provision has been 
oer necessary to cover the devaluation of sterling from the former par of 
4. 862. 

The par value of National System securities held in the foregoing special 
funds aggregates $14,843,000 of which par value $10,918,000 is covered by the 
guarantee of the Government of Canada . 
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Tiveaiont in Affiliated Companies are represented by the Capital Stocks, 
- Bonds and obligations for Advances of Companies affiliated with but not forming 
; a part of the National System. Apart from the Trans-Canada Air Lines, this 
type of unlisted investment is made, in association with other railways, primarily 
to secure the benefits of traffic interchange and terminal facilities. The basis 
of the Balance Sheet figure is cost or, in respect of certain United States securities, 
less than the special valuations approved by the Interstate Commerce Com- 
- mission. Apart from the Trans-Canada Air Lines, the 1950 Financial Statements 
- issued by the companies representing the larger investments indicated that 
profits aggregated some $1,684,000 and losses some $353,000 for the year 1950. 
Other Investments are comprised partly of unlisted investments of a 
miscellaneous nature including those in hotel and grain elevator companies held 
primarily for purposes of traffic benefit and are valued at or below cost. The 
_ Balance is represented by securities of the Government of Canada, and the 
_ National System (Government Guaranteed), the book figure of whieh is based 
on cost and par value respectively. The cost of the securities of the Government 
of Canada included therein exceeded the market value by -11%. 
‘Temporary Cash Investments are represented by Government and Pro- 
- vineial Securities. At the year-end the book figure, based on cost, exceeded 
_ the market value by :31%. 
| Accounts Receivable and Payable of all classifications have been tested by 
us with tthe subsidiary and controlling records, cash and other transactions 
subsequent to the year-end, departmental files and general supporting information 
but such Accounts have not been verified by direct communication with the 
individual Debtors and Creditors. 
| No physical inventory of Material and Supplies was taken by the Railway 
during the year. Material and Supplies of the National System at the 
_ 81st December, 1950, as represented by the ledger balances, are carried on the 
basis of laid down cost for new material and estimated utility or sales value 
for usable second-hand, obsolete and scrap materials after making reasonable 
allowances for condition thereof. 
Other Deferred Assets consist principally of Contracts Receivable in 
connection with Land Sales and Sundry Deferred Accounts Collectable. 
Other Unadjusted Debits consists of the unamortized cost of opening ballast 
pits which will be written off on the basis of yardage used; the estimated salvage 
value of non-perishable material in ballast pits and other temporary ‘tracks; 
accepted interline freight claims paid in advance of investigation with other 
carriers, and miscellaneous debit items not otherwise provided for or which cannot 
be disposed of until additional mformation is received. 


Inabilities 

Other Deferred Liabilities consist principally of the outstanding capital 
value of the workmen’s compensation awards by the Provinces of Ontario and 
Quebec. 


Reserves and Unadjusted Credits, 

Accrued Depreciation of Canadian Lines Equipment amounts to $141,889,000. 
During the year the full ledger value of Equipment retired, less salvage, was 
charged to this Reserve. 

Unadjusted Credits include the estimated proportion of prepaid Revenues 
on freight in transit; excess of actual Revenues over year-end estimates carried 
in suspense; estimated liability for injuries to persons; estimated liability for 
overcharge claims, and miscellaneous credit items not otherwise provided for or 

- which cannot be disposed of until additional information is received. 
84380—74 


, 
hee) 


178 SESSIONAL COMMITTEE 


Where foreign currencies are involved, the Balance Sheet accounts of the 
System are converted generally as follows: 

(a) United States Currency 
—at the dollar par of exchange. 

(6) Sterling Currency 
—at the former par of $4.862 to the pound. 

(c) French Currency | 
—at approximately 15 francs to the dollar for the original investment 
in Hotel Scribe and 300 francs to the dollar for Working Capital — 
accounts. 


Dollar amounts Srtel in this Report are to the nearest thousand. 
Yours faithfully, : 


GEORGE A. TOUCHE & CO. 
12th. March, 1951. 


CANADIAN NATIONAL (WEST INDIES) STEAMSHIPS, LIMITED 


THE HONOURABLE THE MINISTER OF TRANSPORT, 
OTTAWA, CANADA. 


Sir,—We have audited the accounts of the Canadian National (West Indies) 
Steamships, Limited and Subsidiary Companies for the year ended the 31st 
December, 1950, acting under your authority, and we now report, through you, 
to Parliament. 

GENERAL SCOPE OF AUDIT 


In brief, our audit of the Steamships’ accounts for the year 1950 included: 

(a) Examination of major expenditure authorities in conjunction with 
the recorded Resolutions of the Directors, which in turn were related to 
Corporate By-Laws, Orders-in-Council and Acts of Parliament : 

(6) Audit tests in the offices of the Steamships limited to a cross-section of 
the major expenditures so authorized; 

(c) Examination into the adequacy of the internal audit control in general 
as exercised by the accounting department of the Steamships. In this 
connection we worked in collaboration. with the executive accounting 
officers having as a common objective the securing of maximum internal 
protection to the Steamships in the control of Cash Receipts and 
Expenditures, Securities Held, Material Stores and Accounts Receiv- 
able of all types. The Company is further protected by Fidelity Bond 
Insurance carried with outside Underwriters; 

(d) Audit of the Consolidated Income and Profit and Loss Accounts and 
the Consolidated Balance Sheet and certification thereof. 


CONSOLIDATED INCOME ACCOUNT 


Provision for depreciation on vessels was made during the year on the 
following bases: 
(a) The three diesel powered and refrigerated vessels—5 per cent; 
(6) The two “Lady” vessels and the five non-refrigerated vessels—3 per 
cent. 


In view of the appropriation for additional depreciation in 1949, the rate 
of 3 per cent per annum in respect of the last mention vessels (b) is considered 
adequate. 


9 Sie 
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3 We have received a certificate from the responsible officers that all equip- 
- ment has been maintained in a proper state of repair and in an efficient operating 
_ condition during the year; that such physical retirements as should have been 
_ made during the year, as a result of wear and tear and obsolescence, have been 
made, and that notification of all such retirements has been given to the 
Accounting Department. 


CONSOLIDATED BALANCE SHEET 
_ Assets : 7 
Investment in Vessels is carried on the general basis of cost less accrued 
depreciation. 

} The Replacement and Insurance Funds are composed of investments in 
the securities of the Government of Canada, the Canadian National Railways 
(Guaranteed by the Government of Canada) and Province of Ontario together 

_ with cash and sundry current assets. The book value of the securities held in 
picee funds based on cost is 1-63 per cent in excess of the year-end market 
value. 

The Replacement Fund increased $372,000 during the year as a result of 
depreciation accruals charged to Income Account and paid into the fund. 

The Insurance Fund decreased during the year by $276,000. The insurance 
risks on all ships are carried in the Fund. 

Accounts Receivable and Payable of all classifications have been tested 
by us with the subsidiary and controlling records, cash and other transactions 
subsequent to the year end, departmental files and general supporting informa- 
tion but such Accounts have not been verified by direct communication with 
the individual Debtors and Creditors. 

: Discount on Capital Stock represents the amount set up at the time of 

- incorporation equal to the par value of the shares issued in consideration of 

the guarantee by the Government of Canada of the Steamships’ Bonds. 


Insurance Reserve 

| The Insurance Reserve amounts to $1,772,000 including the estimated 
amount of $25,000 set aside to meet the larger unadjusted loss claims. It 
has been reduced during the year principally due to the grounding of the 
Canadian Constructor. 


Profit and Loss 
The deficit for the year will, we understand, be assumed by the Government 
of Canada. In considering the accumulated deficit appearing on the Balance 
Sheet amounting to $3,619,000, it should be noted that the amount of interest on 
_ Government advances for deficits paid by the Company to 31st December, 1950 
amounts to $3,732,000. 
Where foreign currencies are involved the Balance Sheet Accounts of the 
Steamships are converted generally as follows:— 
(a) U.S. Currency—at the dollar par of exchange; 
(6) Other Foreign Currencies—at the current rates. 


Dollar amounts stated in this Report are to the nearest thousand. 
Yours faithfully, 
GEORGE A. TOUCHE & CO. 


The CuatrMan: Mr. Fulton moves that the report be entered in our stenog- 
raphic report, taken as read, and the auditor is here now to answer questions. 
Carried. | 
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The CHAIRMAN: Any questions as to page 1? 

Mr. Fuuron: Would you read my motion again, Mr. Chairman? 

The CHAIRMAN: Your motion is that the report be entered into our stenog- 
raphic report without being read. That is carried. 

Any question as to page 1? | 

Mr. Futon: Just give us a minute or two on each page, will you? Mr. 
Turville, is there any substantial difference between the form and content of 
your report this year and that of previous years? 

Mr. Turvitte (Geo. A. Touche & Co., Chartered Accountants): Not on 
the first page, certainly not. 

Carried. 


The CHAIRMAN: Page 2. Would you mind indicating what major change, if 
any, is made in the content of your report? : 

Mr. Turvitte: Mr. Chairman, there is no major change made in the report 
or in the information furnished in the report. | 

The CuHarrMAN: Has there been any change made in accounting factors of 
any consequence during the year? 

Mr. Turvitte: There has not. 

The CHatrmMan: Mr. Fulton moves that the report carry. 


Mr. Futron: Mr. Chairman, I am delighted to find I am taking such a 
large part in the motions made in this committee. 

One further question, which is a very general question: JI am sure that 
Mr. Turville gives a great deal of time with respect to the audit he makes of 
the accounts of the company and I would like to ask him this question. I recall 
that in previous audits, I think it was in 1946 and in 1947, you made certain 
recommendations of a fairy substantial nature which you told us you did not 
write in your subsequent report. : 

Mr. Turvitig: That is correct. 


Mr. Futon: My recollection also is you told us last year that those recom- 
mendations were embodied in greater or less detail in some of the recommenda- 
tions made to the Royal Commission on Transportation. Were any of these 
recommendations accepted by the Royal Commission on Transportation? 


Mr. Turvitue: Yes, I am happy to report some have been. 


Mr. Fuuton: Now, could you tell us to what extent, not going into too much 
detail, those recommendations are embodied in the report of the Royal Com- 
mission on Transportation? 


Mr. Turvitie: First of all, I would say that the first recommendation was 
that uniform accounting should be put into effect in the major railways of Canada 
and there is reference to that in the Royal Commission on Transportation report, 
with their approval. 

Another recommendation that we made had referred to the very heavy 
interest burden to which the Canadian National Railways were subjected and as 
we all know that has been taken into consideration in the teport of the Royal 
Commission on Transportation. Those are the two major points which we 
mentioned. 


Mr. Fuuron: Are those the two major points of your 1946-1947 recom- 
mendations? ; 


Mr. Turvitin: Yes, they are. 
Carried. 


' Mr. Futron: You have added in effect no new material or recommenda- 
tions In your report? 
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Mr. Turvitte: I think I should answer you by stating to the committee 
_ that we had considered very seriously as to whether we should in 1949 and in 
1950 repeat our recommendations or make additional ones and in my: considered 
view, I felt that that should not be done as the matter was before the Royal 
Commission on-Transportation and has to be settled by parliament, I felt the. 
recommendations we made in 1946 and 1947 were sufficient up to that point, 


The CHairnMAN: And you have no new recommendations to make this year. 

Mr. Turvitue: No, sir. 

Mr. Frasrr: Mr. Chairman, may I ask on page 4 what is this hotel Scribe 
mentioned there? 

Mr. Turvitute: That is the hotel that is owned by Canadian National 
System in Paris. 


Mr. Fraser: As an office? 
Mr. Turvitte: No, it is an hotel building; it is pronounced ‘‘S-e-r-e-e-b’’, 
by the way. . 

Mr. Fraser: Well, I am not French. 

Mr. Turvitte: Neither am I. 

Some Hon. Memsers: Oh, oh. 

Mr. Fraser: That is one on me; thanks very much. 

The CuHarrman: Are you ready for Mr. Fulton’s motion to carry the 
auditors’ report on the railway? All those in favour? 

Carried. 


Mr. Futron: Do you want me to- make the motion on the West Indies 
Steamships in the same volume? | 


The Cuarrman: Mr. Fulton moves again that the auditors’ report on the 
West Indies Steamships carry. 
Carried. 


We now have vote 493: 


De- Compared with Estimates 
No. tails of 1950-51 
of Service on 1951-55 1950-51 
Vote Page 


No Increase Decrease 


— | | 


Prince Edward Island Car 
Ferry and Terminals— 

493 | To provide for the payment 
during the fiscal year 1951- 
52 to the Canadian Nation- 
al Railway Company (here- 
inafter called the National 
Company) upon applica- 
tions approved by the Min- 
ister of Transport made 
from time to time by the 
National Company to the 
Minister of Finance and to 
be applied by the National 
Company in payment of the 
deficit (certified by the au- 
ditors of the National Com- 
pany) in the operation of 
the Prince Edward Island 
Car Ferry and Terminals 
arising in the calendar year 
SORE ete, aA Ie ee la 477 1, 280,000 1,159,000 121,000 


~Mr. McLure: What form is that in there, a service or a deficit? 
Hon. Mr. Cuevrizr: A service. 


t 
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Mr. Fuuron: It is not in my copy of the Estimates. 


Hon. Mr. Curvrrer: It is in the same form as the item in the Betinantss 
which we discussed the other night and you seemed to be perfectly satisfied. 


Mr. McLure: It was under service that time; it was always under service 
before. 


The CHarrMAN: Mr. McLure moves that Vote 4938 carry. 
Carried. 


Vote 495: 


De- Compared with Estimates 
No. tails of 1950-51 
of Service on 1951-52 1950-51 


; Increase D 
No ecrease 


i | | | ST 


495 |Canadian National (West In- 
dies) Steamships, Limited— 
To provide for the payment 
from time to time to the 
Canadian National (West 
Indies) Steamships, Limited 
(hereinafter called ‘‘The 
Company’’) of the amount 
of the deficit occuring during 
the year ending December 
31st, 1951 in the operations of 
the Company and the vessels 
under the control of the Com- 
pany, as certified by the Au- 
ditors of the Company, and 
upon applications made by 
the Company to the Minister 
of Finance-and approved by 
the Minister of Transport, 
nNOLExcecding sy 8s wal dees oe 477 845, 000 720,000 125,000 


Shall the vote carry? 
Carried. 


Mr. Fuuron: On division. 
The CuHarrman: 501: 


a eS 


501 |Maritime Freight Rates Act— 
For the payment to the Rail- 
way Companies operating in 
the select territory desig- 
nated by the Act, during the 
fiscal year 1951-52, of the 
difference occurring on ac- 
count of the application of the 
Act, between the tariff tolls 
and normal tolls under ap- 
proved tariffs (estimated and 
certified to the Minister of 
Transport by the Canadian 
National Railway Company 
and approved by Auditors of 
the said Company respecting 
the Eastern Lines of the Can- 
adian National Railways, 
and in the case of the Other 
Railways by the Board of 
Transport Commissioners for 
Canada) on all traffic moved 
during the Calendar Year 
1951, (Chap. 79, Statutes of 


1927, as.amended).... : . ia... 479 9,125,000 7,319, 000 1,806,000 
Appropriations not required for 
FOGI-GB i A ERO ates B70 eke ehh S58] SGA: | ise ees 958, 816 


Total, Railway and 
Steamship Services...]...... . 17,432,000 15,852,816 1,579, 184 
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Mr. McCulloch moves it carry. 
Carried. 


Gentlemen, before we adjourn I know that you would want me to express 
our appreciation and thanks to Mr. Gordon and his large staff who have 
attended at our sessions of our committee. To me it is an amazing thing that 
one man could have the grasp of the operations of this vast system that Mr. 
Gordon has gained in so short a time. 


Some Hon. Mempers: Hear, hear. 
The CuairMAN: I did not believe it was possible, Mr. Gordon. 


Mr. Futron: I do not think Mr. Gordon did either, from what he said 
last, year. 


The CHairMAN: Another thing that amazes me is the good natured way in 
which he has answered all our questions. On behalf of the committee I am pleased, 
Mr. Gordon, to thank you from the bottom of our hearts for what you have done. 


Some Hon. Memperrs: Hear, hear. 


Mr. Fuuron: I do wish to echo what you have said and it does not require 
an argument. I would just like to add this: I hope Mr. Turville and his 
associates will not feel from what might otherwise be considered a somewhat 
cursory dealing with the auditor’s report, that it is of minor importance. How- 
ever, you recall we gave it somewhat careful examination last year and in view 
of the fact that many of the matters in it are waiting decision as the result of 
the royal commission report we have not spent much time on it. 


The CHairMAN: [I think it shows great confidence in the auditor. 


Mr. Turvittz: May I say a word in reply to Mr. Fulton. I appreciate 
what you have said*but I should like the committee to know that I have come 
to this meeting prepared. 


Mr. Poutiot: I agree with all that has been said about Mr. Gordon and 
his associates and I think we have a pretty good Minister of Transport too. 


- Mr. Fraser: Mr. Chairman, when are we going to take up Trans-Canada 
Air Lines? 


The Cuatrrman: Trans-Canada Air Lines officials are going to attend this 
committee at 11 o’clock on Monday morning. 


Mr. Gorpon: Before the meeting ends I would just like to say a word of 
appreciation of the manner in which this committee hag received myself and 
my officers, and for the keen interest which has been displayed in the affairs of 
the Canadian National. I leave the committee with the gratifying feeling 
that everyone present wants the Canadian National to continue to be a credit 
to the country. 

I sense, from the discussions we have had here, that there has emerged a 
clearer understanding of the managerial problems connected with the operation 
of this very vast system, and I sense a sympathetic viewpoint towards it. 

Now, from a personal point of view, I want to say these annual examina- 
tions are for me remarkably similar to the mental drills visited upon students 
every spring in their educational institutions. Like many of the examinees, 
when the inquisition is over, I find myself thinking there are a great many more 
questions I could have answered. I do not suggest from that remark that I 
want you to think up more questions next year. 

At all events, I hope I have shown you that the preparation made by my 
officials and myself to meet the committee means that personally I have so to 
inform myself that I am better equipped to discharge the large responsibilities 
of the president of your company. 

Thank you. 


“hye 
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Mr. Fuuton: Mr. Chairman, I do apologize for entering a serious note here, 
but I am not going to make any apologies for my omission to discuss the ques- 
tion of oil rights which were discussed last year. I am not going to ask the chair- 
man or members of the committee to go back to that but I do say the fact I omit 
it this year should not be taken as an indication that I will omit it another 


oyvear. 


Mr. McLure: I would like to make a suggestion here, one which was made 
last year, that the president of the road invite this committee to hold its 
meetings in Montreal next year. We would then see the plant that we so 
often talk about. 

Mr. Fraser: Mr. Chairman, I think Mr. McLure ought to invite us down 
to see that car ferry that runs to Prince Edward Island. 
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Owned, Operated and Controlled by the Government 


CHAIRMAN—MR. HUGHES CLEAVER 


MINUTES OF PROCEEDINGS AND EVIDENCE 
No. 3 


MONDAY, APRIL 23, 1951 


WITNESSES: 
Mr. G. R. McGregor, President, Trans-Canada Air Lines, 


Mr. F. P. Turville of George A. Touche & Co. 


Trans-Canada Air Lines—Annual Report (1950) 
Auditors’ Report to Parliament 


OTTAWA 
EDMOND CLOUTIER, C.M.G., O.A., D.S.P. 
PRINTER TO THE KING’S MOST EXCELLENT MAJESTY 
CONTROLLER OF STATIONERY 
1951 


MINUTES OF PROCEEDINGS 
Mownpay, April 28, 1951. 


| The Sessional Committee on Railways and Shipping owned, operated and 
controlled by the Government met at 11 o’clock a.m. Mr. Hughes Cleaver, the 
- Chairman, presided. 


Members present: Messrs. Benidisk son: Carter, Cavers, Cleaver, Fraser, 


Fulton, George, Gillis, Hatfield, Helme, Knight, Macdonald (Edmonton East), 
Macdonnell, McCulloch, Mott, Mutch, Pouliot, Thomas. : 


In attendance: Right Honourable C. D. Howe, Minister of Defence Produc- 
tion and Trade and Commerce. Messrs. G. R. McGregor, President, Trans- 
Canada Air Lines, W. S. Harvey, General Auditor, 8. W. Sadler, General 
Accountant, R. C. McInnis, Director, Public Relations, D. E. McLeod, General 
Superintendent, Public Relations. 


- Mr. G.R. McGregor was called. He read the Annual Report of Trans- 
Canada Aur Lines and his examination was begun. He was assisted by Mr. W.S. 
_ Harvey. 


The tables contained in the Annual Report were taken as read and ordered 
incorporated. 


Mr. Howe gave the dates of the original appointments of the directors of 
the Trans-Canada Air Lines. 


The witness undertook to table answers not readily available. 
At 1 o’clock, the Committee adjourned until 4 o’clock this day. 


AFTERNOON SITTING 


The Committee resumed at 4 o’clock. Mr. Hughes Cleaver, the Chairman, 
presided. 


Members present: Messrs. Benidickson, Carter, Cavers, Cleaver, Fraser, 


Fulton, George, Gillis, Hatfield, Helme, Knight, Macdonald (Edmonton East), 
Macdonnell, McCulloch, Mott, Mutch, Thomas. 


In attendance: Same as at morning sitting and Mr. F. P. Turville of 
George A. Touche & Company. 

The Committee concluded its examination of the Annual Report of Trans- 
Canada Air Lines. | 

On motion of Mr. McCulloch, 


Resolved,—That the Annual Report of Trans-Canada Air Lines (1950), 
including the Consolidated Balance Sheet, be approved. 


Mr. McGregor tabled answers to questions of Messrs. Fulton and Macdonnell 
‘asked at the morning meeting and was examined thereon. 

Ordered,—That the above answers be printed as appendices (see this day’s 
minutes of proceedings, appendices A, B, C and D.) 
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Mr. Howe quoted an extract from BOAC annual reports felabine to deliveries 
of North Stars. 


Mr. McGregor was retired. 


AUDITOR’S Report 
Mr. Turville was recalled. 


The report of the auditors was taken as read and Mr. Turville was briefly 
questioned. 

On motion of Mr. McCulloch, 

Resolved,—That the Auditors’ Report (Trans-Canada Air Lines) be 
approved. 

Mr. McGregor was recalled. 


A discussion arose as to the 1951 Trans-Canada Air Lines budget. The 
Chairman pointed out that, contrary to last year, the budget had not been 
referred. Thereupon, Mr. Fulton suggested that the Committee recommend 
that in the future the budget of Trans-Canada Air Lines be referred along 
with its Annual Report. 


Mr. Howe answered questions with respect to appointments to Board of 
Directors and the rentals in the ICAO Building in Montreal. 


Messrs. McGregor, Turville were retired. 
The Chairman thanked the witnesses. 


At 4.55 o’clock, the Committee adjourned until Tuesday, April 24, at 
10 o’clock to consider its draft report to the House. 
ANTONIO PLOUFFE, 
Clerk of the Committee. 


Tet 
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Appendix A. 
TRANS-CANADA AIR LINES (ATLANTIC) LIMITED 


Financial Results—North Atlantic & Bermuda-Caribbean Services 
— Years 1950-1949 


Year 1950 Year 1949 

— North Bermuda- North Bermuda- 
4 Atlantic Caribbean Atlantic Caribbean 
Operating IRE Venues ae eu Aer hls $6, 899, 519 $1, 445, 296 $9 , 062, 160 $1, 160, 227 
Operating Expenses Excluding Depreciation. . 6, 288, 897 2,301,599 9,609,781 1,992,605 

Surplus or Deficit of Revenues to Operating 

Expenses before Depreciation and Interest $ 610,622 8 856,303 $ 547,621 |. $. 832,378 

BPODECCIALION oe), Hie kc uN ee URE aS 701,031 322, 798; 962, 666 264, 703 
Operating Loss after Depreciation............ $ 90,409 $1,179,101 $1,510, 287 $1,097, 081 

Interest on Capital Invested................. 185,513 71,389 228, 408 62,3%3 
EPORCHE tear wero a fhe irc a Minne ee hy He oe) $ 275,922 $1, 250, 490 $1,738,695 $1,159, 454 

Percent to total Atlantic Services Deficit..... 18% 82% 60% 40% 


Appendix B. 


TRANS-CANADA AIR LINES (ATLANTIC) LIMITED 
OPERATIONS AND TRAFFIC REVIEW 


North Atlantic & Bermuda—Camnbbean Services 
Years 1950 & 1949 


North Atlantic Bermuda-Caribbean 
1950 1949 1950 1949 
mravenue Miles MlOWR:..c. ck. Sue Sa ae 2,173,270 3,329, 679 1,017,695 828, 844 
Revenue Passengers Carried................. 17,749 24,901 14, 952 11,611 
Bree Om Ni loss. ooh. CN Lae ue uae ye ke 390, 044 400, 548 4,295 4,355 
STOmMMOd ey LON NINOS. Pe ee oa tito Sy 1,298, 978 1,442,889 223,017 135, 098 
Revenue Passenger Miles.................... - 53,060, 008 79,829,877 21,412,291 15,881,947 
AQTEDIES SUES Tor nt" BT ae ran py ee A 75,657,812 117, 528,156 40,341, 252 32, 330, 814 
my allable Lon Miles: io: Sixes co eee sak os aoe 11, 292,896 16, 356, 398 5, 932, 864 4,403, 299 


meventic: Ton Miles. 30 cn. tes. i aineue 7,839, 664 11,077, 453 2,735,819 1,993, 908 


’ 


190 SEHESSIONAL COMMITTEE 


Appendix C. 


TRANS-CANADA AIR LINES 
Passengers Carned—By Months 


Year 1950 
North North edt All 
paren eae Caribbean | Services 
es ervice Sapien 
= ERT ESTAS CRS A lane ae Ga Die DIE hah Lele 40,773 1,058 120% 43,038 
MEO EAEAE cies SR a ede A ei hee Fg A a 44,469 1,055 1, 669 47,193 
DEE eter d ae toy Tika den chew ta ae ae Dee ee on 55, 067 1,451 2,385 58, 903 
Pe ices erie yt ne La. eR ithe 1 gare fey eee 64,310 1,376 2,190 67,876 
SHES Lee Ae PA cs SARE IEA Dae ARN PAY Aceon MCUs pe, PET ae, 67,930 1,397 758 70,085 
PUT hr ee NL att RS ee or re oe ee Se pe > oe 76,314 1,977 820 79,111 
2111 A (0 CEE fe OS A ee UO tae ator goes e 73, 652 2,037 1,002 76, 691 
PANO AYE) A PS La iad re eR ie ah Me Rae A As RPA te 89,372 1,916 931 92,219 
STECSTELEDY OF) mantener ihe ot rag) iat cat ii UNM RR vied dF 80,448 2,196 1,118 83, 762 
ETON ey ay hot ace a ed REO RS HL Gh tie 75, 504 iat 901 77,778 
ON CEISEE ED) G5) iP MORES eae Mg ae TRI © ot eet EOLA <P he gE eR ie 62,112 844 783 63, 739 
10 OD SS 9 RR ST a Nae et eae CoE tet NAT OBR aa 0, We 60,857 1,069 1,188 63,114 


790, 808 17,749 14,952 823, 509 
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TRANS-CANADA AIR LINES 
Basis of Rental—City Traffic Office—Montreal 


AviaTION Buitp1ING—1, 582 square feet. 


Rental May 1,495) to Mayide 1952.9 fos5 ee ne. ore eh Ae eee oe $10,000 per annum or 
$6.32 per square foot. 
PASYOR NAVE 610521, Wet ou be gee eM co ck eR ie a ks ane a et $11,000 per annum or 


$7.00 per square foot. 


Pre, AND BurRNSIDE OrricE—2,191 square feet. 
Pees lk per antivir, 65S ee hae) oS a eee Sak ae aI Oe ae $7,830 
exclusive of: 
Chea RIT AS ome WR. ha en ae 
PANttOn MOEN ICO. Ny AU Ss Tare 
LEE CUT gee eat Dare, eigen ye LI: 


OME pe ak bis bid cla'en be oy oe MPPLOX, $2,000 per annum: 
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"iL OFALCDO? VORR TH oe, abe ees fi a ee ee OE BE ie $10,430 or $4.76 per 
square foot. 


EVIDENCE 


House or Commons, 
Apri 238, 1951. 


The Sessional Committee on Railways and Shipping met this day at 
11.00 a.m. 


The CHamrMAN: Gentlemen we have a quorum. We have with us today 
Right Hon. Mr. Howe, and Mr. Gordon McGregor, president of T.C.A., and his 
officials. | 


Shall Mr. McGregor read his report? 
Mr. Fuuton: I so move. 


Mr. Macponne tu: Is it the practice to have the report read through and 
then have questions asked afterwards? 


The Cuarrman: That: is right. 


I might say that along with Mr. McGregor we have Mr. W. S. Hae 
general auditor, Mr. R. C. McInnis, director of public relations. 


Will you carry on, Mr. McGregor? 
Mr. McGrecor: 


TRANS-CANADA AIR LINES 


Montreau, Fresruary 28, 1951. 


To the Right Honourable, 

the Minister of Trade and Commerce, Ottawa. 
Sir: : 
The Board of Directors submit the consolidated Reports of the 
Trans-Canada Air Lines domestic and overseas services for the calendar 
year 1950. 

The system as a whole during this period not only provided the 
greatest amount of air transportation in its history but also achieved a 
much improved financial position. 

It is gratifying to report a surplus for North American operations 
and a reduced deficit for overseas operations, approximately half that 
of 1949. These were the results of a general increase in patronage coupled 
with an improvement in operating efficiency. 

The total revenue mileage flown by the Company increased by 6% ~ 
over 1949, with 5% fewer employees and with a fleet that remained 
unchanged in size. 

T.C.A.’s 20 North Stars and 27 DC-3’s performed well, again proving 
themselves a well-balanced and efficient group of aircraft. 
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DETAIL 
TRANS-CANADA AIR LINES—NORTH AMERICAN SERVICES 


FINANCIAL REVIEW 


There follows a tabulation of the 1950 operating results compared with 
those of 1949: 


Increase or Decrease 


1950 1949 Amount Per Cent 

Operating Revenues: ..........6.6,--% $31,810,684 $26,523,969 $ 5,286,715 20 
Operating Expenses Excluding Deprecia- 

VAERY © ip Oo Pe le pee CTR LRR ORES RRS AMS tc Uy 2a NK 28,365,271 24,605,301 3,759,970 15 
Surplus of Revenues over Operating 

Expenses before Depreciation and 

Deeb ete) hee USI shoe. Syl ch Mauer NORD AE $ 3,445,413 $ 1,918,668 
1D Yes 3 ee cYoree 8 eran ane ee At OAS On eS RCM abn Ie CAP 2,751,109 2,867 427 116,318 4 
Operating Profit or Loss after 

POT REC HUCLOMY (it o)'5.5 esto k aoe te Seales otek $ 694,304 $ 948,759 
Interest on Capital. Invested .......... 493,098 470,685 22,413 5 
POUT ES DOT SL IOSECEE relic. aie Giles oe muamugneeie a $ 201,206 $ 1,419,444 


Passenger revenue totalled $24,183,501, increasing by $4,723,106 or 24%. 
Commodity revenues rose by $467,452, an increase of 46%. Revenue from Sales 
and Services increased by $44,731 or 11%. Other revenues increased by $51,426. 
Passenger revenue contributed 76% of the. total, mail revenue 17% and com- 
modity revenue 5%. 

The year’s higher operating expenses were due principally to the continued 
development and expansion of the Company’s services. Revenue miles flown 
increased by 14%, and this, of course, involved additional charges for aircraft 
maintenance, gasoline consumption, passenger handling and many other related 
items. | 

The continued trend towards higher wage and price levels was also reflected 
in the Company’s accounts. Payroll chargeable to operating expenses rose by 
$1,250,838. 

In spite of these circumstances, however, the increase in productivity of 
both personnel and equipment was such that the unit cost of providing trans- 
port dropped 7%. Cost control policies were enforced and there was a continu- 
ing awareness throughout the organization of the need for economies. 


OPERATIONS AND TRAFFIC REVIEW 


Traffic moving on TCA’s services in 1950 was of record proportions 
in all categories. 


Per cent 

1950 1949 Increase 
mevenuc Miles: Flowa,a/.cia. weldas Oh, wl a ate $ 18,648,390 16,364,733 14 
Revenue Passengers Carried ..:...0.... 790,808 648,574 22 
Reel eVaNt PETA OR yt erate Aes hatin okie ewan es 3,644,752 3,403,810 7 
APCareo.; Don Wiese. (Ces sen belts Cia 2319 742 1,053,996. 120: 
Ave bexpress lon» Miles) cs). vce ating aah wae 998,479 884,112 13 
Revenue Passenger Miles .............. 379,605,810 310,699,767 22 
avelioplenseah (Males: ci. Whe. tie Saute os cit ole 548,850,808 459,842,123 19 
Pemeiabre “Toni VMETeS vi. scree Bess bnUe cute B+ ae 77,369,710 63,449,171 22 
inevente Con. Milam ... Pskks eatene ot sica's 44,258,785 35,843,949 23 


Service Development 


Growth of air service took the form of increased flight frequency on existing 
routes, rather than geographic expansion of operations. 

The inauguration of TCA service between Montreal and New York on 
April 1 was the only exception to that general rule. This constituted an important 
addition to TCA’s route structure, completing, with the Toronto services, a 
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‘triangular pattern of considerable economic significance. Initial scheduling 
called for three daily flights with North Star equipment. LEarly loads have 
been satisfactory and there is every reason to expect that this Canadian opera- 
tion between the two largest cities of their respective countries will prove a 
national asset. . : 

From mid-May until September, a fourth daily transcontinental North Star 
service was operated between Toronto and Vancouver to cope with summer 
travel requirements. 


Passenger Traffic lndlin 

Passenger traffic continued. to be the dominant source of Company revenues, 
with the popularity of air travel gaining further momentum throughout the 
year. In the past five years, the volume of TCA’s North American passenger 
business has risen by 332 per cent. | 

Giving powerful impetus to this wider acceptance were a growing reputation 
for schedule reliability, the absence of any increase in the price of air transport 
and a program of promotional activity which brought more forcibly to the 
attention of Canadians the air services now available to them. 

Particularly gratifying in 1950 was the unmistakable trend away from 
major fluctuations in seasonal air travel. Although considerable variation still 
existed between summer and winter loads, there was a decided increase in trafhie 
volume during the low months. October passenger traffic was only 5 per cent 
less than that of September as compared with an 11 per cent decrease in the 
same two months of 1949. November and December figures gave similar results. 
Here credit is due to the high level of operating performance throughout the year 
that did much to allay the not uncommon doubt of air transportation’s ability 
to maintain scheduled service in the winter period. To counter such impressions, 
the Company was able in 1950 to point to 97 per cent of scheduled mileage 
completed and the dispatching on schedule of 85 per cent of all flights. 

There was no increase in the cost of air transportation to the public, airline 
tariffs remaining a notable exception to the general rule of rising prices. No 
major fare changes occurred, and what minor adjustments there were took 
‘a generally downward direction. Seasonal excursion fares were introduced 
on the Prairie DC-3 services, between Ottawa, Montreal and New York and 
between Victoria and Seattle. Reductions of standard fares took place on 
several Eastern Canadian routes. On October 1, the Family Fare plan was 
reintroduced and a special discount made available for convention travel. 
Revaluation of the Canadian dollar in September resulted in some decreases 
in Canadian fund fares to United States points, but had the opposite effect 
upon some northbound passenger traffic originating in the United States. 

The national railway strike presented TCA with the opportunity of 
introducing thousands of persons to air travel for the first time and it has since. 
become apparent that many of these enforced “first flighters” continued to use 
air services. 


Mail Traffic 


TCA continued the general carriage of first-class mail. Its volume would 
have been greater than in 1949 in any case, but the major demand put upon 
the airline by the rail strike resulted in a 7 per cent increase in aggregate load. 

Throughout the year, the Company received mail pay on the basis of the | 
interim agreement reached with the Post Office Department at the time of the 
introduction of the “all-up” service in 1948. This called for a fixed monthly 
payment of $450,000. But towards the end of 1950 there were indications that 
it would be possible to negotiate a mail contract having as its essential features 
a sliding scale of payments based upon increasing mail volume and very 
substantial reductions in payment by the Post Office per ton mile of mail carried. 
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_ Commodity Traffic 

Although the volume of air express and cargo traffic continued to be small 
in comparison to that of passengers and mail, a further healthy growth was 
recorded. Air express and aircargo rates were also free of increases and with 
surface transport tariffs on the rise, the airline’s competitive position was 
improved. 

Company research into specialized marketing problems, including light- 
weight packaging techniques, did much to stimulate use of its shipping services. 


Routes 

At December 31, 1950, Trans-Canada Air Lines was providing service 
for passenger, mail and commodity traffic over nationwide routes totalling 
8,362 miles. This was an increase of 277 miles or 3 per cent over 1949. The route 
map on pages 12 and 18 illustrates the geographic Scope of the Company’s 
operations. 


Airway Facilities 

The co-operative relationship between the Department of Transport and 
TCA continued to encourage an orderly development of Canada’s civil aviation 
facilities, although curtailment of Departmental appropriations for this purpose 
made necessary the postponement of a number of airway and airport projects. 

Important runway extensions took place at Toronto and Sydney and 
instrument landing equipment was intalled at several more points. These 
undertakings had the effect of simplifying airline operations. | 

The city of Vancouver constructed an interim airport administration 
building, adequate for present needs, to replace the previous structure destroyed 
by fire. 


DETAIL 


TRANS-CANADA AIR LINES (ATLANTIC) LIMITED 
FINANCIAL REVIEW 


The following is a tabulation of the year’s financial results for the North 
Atlantic, Caribbean and Bermuda services and a comparison with 1949: 


Decrease 
1950 1949 Amount Per Cent 
Mperatimenheventies st... 2 cane ei eae $8,344,815 $10,222,387 $1,877,572 18 
Operating Expenses Excluding Depreciation. . 8,590,496 11,602,386 3,011,890 26 
Deficit of Revenues to Operating Expenses 
before Depreciation and Interest ......... $ 245,681 $ 1,379,999 

Prsnpemia Gon ck, 2.60) horse i mies MARU RS OSS as 1,023,829 1,227,369 203,540 ay. 
Operating Loss after Depreciation ......... $1,269,510 $ 2,607,368 

Interest on Capital Invested ............... 256,902 290,781 33,879 12 
ONG). Oy GOR at ae Re eae oT Sd AUR $1,526,412 $ 2,898,149 


Of the $1,526,412 net deficit, the North Atlantic services were responsible 
for only $275,922. 

Passenger traffic on scheduled operations accounted for revenue of 
$6,027,010, decreasing by $1,068,677 or 15 per cent. Mail revenue totalled 
$1,177,428. Commodity revenues amounted ‘to $822,331, an increase of $30,087 
or 4 per cent. Revenue from Sales and Services decreased by $43,367 or 20 
per cent. Revenue from charter services fell from $878,842 in 1949 to $98,093 
in 1950, a decline of 89 per cent, resulting from discontinuation of the Immigrant 
air charter plan in March of the previous year. Passenger revenue contributed 
~ 72 per cent of the total, mail revenue 14 per cent and commodity revenue 
_ 10 per cent. 
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Fare reductions for off-season and excursion travel lowered the average 
revenue per passenger from $212 in 1949 to $187 in 1950. 

Increased competition on the North Atlantic route left its mark upon 
passenger revenues. In 1950, British Overseas Airways Corporation intensified 
service to a considerable extent, while KLM, Air France, and a charter operator 
were licensed to operate between Montreal and Continental Europe. TCA 
carried the major portion of overseas traffic but the share was smaller than 
in 1949. 

Although Caribbean and Bermuda traffic showed some growth, this result 
was achieved in spite of increasingly severe travel restrictions applied by the 
Caribbean authorities upon the Canadian carrier. 

In spite of these factors, the Company was able to effect a considerable 
improvement in its net financial results. The situation on the North Atlantic 
justified some reduction in overseas flight frequency, particularly as it was 
possible to transfer aircraft and crews advantageously to expanded domestic 
operations. 


OPERATIONS AND TRAFFIC REVIEW 


A comparison of TCA’s combined North Atlantic, Caribbean and Bermuda 
flying in 1950 and 1949 follows: 


Per Cent 
1950 1949 Decrease 
PGVENUC HLM WOW Dike aos eialeh ew wicka ie Sure te eee muha ts 3,190,965 4,158,523 23 
Revenue + Passencers: (Carried (it crcigie's tare) 4 ale ese 32,701 36,512 10 
ju bee rll es Bop mee aN WAFS meee! aac M beste gis tat oR A Ae Note Len st On Sh 394.339 404,903 as 
Commodity Lome Wiles ee le hw ws Daas ese PRs 1,521,995 1.577.987 4 
Revetues Passenger) MVIES shy s or cok ee aie ople gi seene en ns 74,472,299 95,711,824 22 
AP aN mmOe ae UNTIGS Ye ich ares cyan Glome oalareeats 115,999,064 149,858,970 DSi 
AMAL ADS LOTT INLS LOS Cie ao a, te Hits oan Rl eee ate en tle, Suelo ais 17,225,760 20,759,697 17 
PR OVeMITO ML OAR VL DLS ete sears cg SON rate, o siolol wits PRL stalinicss deme, ols 10,575,483 13,071,361 19 


Service Development 

TCA’s summer schedule between Canada and the British Isles called for 
a daily round flight, with second sections being operated when needed. This 
frequency was cut back to some extent during the winter season. The North 
Atlantic was crossed 656 times in scheduled and non-scheduled service as 
compared with 996 times in the previous year. Peak scheduling in 1949 called 
for two daily round flights. 

On the other hand, there were moderate seasonal increases in Caribbean 
and Bermuda operations. \ 

The Company began the first direct air service between Canada and the 
Southern United States on April 2, when Tampa, Florida was included in the 
Caribbean flight schedule. This called for little additional flying, but threw 
open a considerable vacation travel potential between Canada, Florida and 
the British West Indies. * 


Passenger Traffic 

3 The airline carried 17,340 passengers on scheduled North Atlantic services 
during 1950, as compared with 21,872 in the previous year. Passengers on the 
southern services numbered 14,952, an increase of 3,409. 

In the interests of reducing seasonal fluctuation of trans-Atlantic traffic, 
TCA and the other international operators introduced an off and on season 
passenger tariff schedule that provides a combination of return fares varying 
with the actual season of travel. Fifteen day summer excursion fares were 
offered on the Caribbean services and 30-day excursion fares to Bermuda. 

On November 1, there was a general industry increase in North Atlantic 
passenger fares, but in the case of TCA this was largely absorbed later by the 
tariff adjustments that followed revaluation of /the Canadian dollar. 
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Much of the North Atlantic traffic that might have been expected from the 
Holy Year observances in Rome was taken by the non-scheduled operators. 


In December, the Company entered into an agreement with the Canadian. 


Government for air transport of immigrants from the United Kingdom and 
Continental Europe. Under its terms, an immigrant may fly from London, 
Prestwick or Shannon to Montreal or points east of Montreal at a reduced price, 
the balance of the normal one-way fare being paid by the Government to the 
airline. This had no effect upon TCA revenues in 1950, but showed some promise 
of strengthening westbound loads in early 1951. The agreement is valid until 
March 31, when it becomes subject to review. TCA offices overseas are c0-operat- 
ing fully with the Department of Citizenship and Immigration in the stimulation 
of immigrant travel. oti 


Mail Traffic 


The volume of North Atlantic mail remained virtually unchanged. It 
continued to be the case that TCA was given little of this traffic on the southern 
services. 


Commodity Traffic 


North Atlantic cargo traffic was on much the same scale as in 1949. With 
fewer flights scheduled, however, individual loads tended to be considerably 
greater and many westbound operations took place with capacity cargo. 

In spite of Caribbean trade restrictions, the volume of aircargo on the 
southern ‘services increased by 65 per cent. This, however, was a mere fraction 
of what could be achieved under normal commercial conditions. 

Routes 7 

TCA’s overseas routes now total 8,477 miles, touching at England, Scotland, 

Ireland, Bermuda, the Bahamas, Jamaica, Barbados and Trinidad. 


GENERAL 

Balance Sheet 

There was evident a continued improvement in TCA’s financial position dur- 
ing 1950. Working Capital was ample and the investment in Property and 
Equipment remained constant at $30,000,000 in spite of the expansion in traffic. 

The Company’s self-insurance fund increased by $419,233 during the year 
and now totals $4,078,941. Extending the policy established in 1949, accruals 
for hull, passenger and public liability insurance were suspended in the North 
American services as the income from the fund’s investments was sufficient to 
maintain the reserve at slightly in excess of the desired level of $3,000,000. 


The aircraft major overhaul reserve, established in 1949, was increased to 
$860,000 to provide for the anticipated expense of the overhaul program. 
Depreciation funds in excess of Capital requirements increased by $5,000,000 
and periodically throughout the year the surplus was employed to purchase 
securities. At December 31, investments amounted to $4,500,000 in CNR 22 
per cent bonds and $1,500,000 in 3 per cent Provincial bonds. 
Personnel 
The airline’s work was done with a more compact staff than in 1949. Per- 
sonnel at December 31 numbered 4,904, as compared with 5,137 a year previously. 
Completion of aircraft overhaul projects resulted in some necessary reduc- 
tions in engineering and maintenance establishments. 
TCA continued to grow in experience and it is indicative that by the end 
of the year almost all TCA Captains had flown more than 1,000,000 miles in 
commercial air service. 


Property and Equipment 


During the year, the program of major overhaul of the Company’s DC-3 
fleet was completed. Several important modifications were made to the North 
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Stars, including the installation of an improved cabin pressurization system. — 
As a result, aircraft performance exceeded even the fine record of 1949. 

The North Stars assigned to the overseas operations provided a service that 
compared more than favourably in regularity and dependability with those of 
the Company’s competitors. The most outstanding demonstration of performance 
occurred in October, when 30 of the 31 eastbound flights on the 3,000 mile North 
Atlantic route arrived at destination on or ahead of schedule. 

_ The Company was able to restrict its expenditures for ground facilities to a 
very small aggregate amount, considering the size of the enterprise. A hangar 
building was purchased at Vancouver and a new and better-equipped Montreal 
Ticket. Office opened in the International Aviation Building, but other than this 
there were no panece of major consequence. 


Emergency Transport Services 


Conditions created in Manitoba by the serious flooding of the Red River 
required a large amount of emergency TCA transportation. From May 8 to May 
13 the airline operated, in addition to its regular service, approximately 40 special 
round trip flights between Winnipeg and Eastern Canada. Over 500,000 pounds 
of relief supplies were carried and 2,500 persons were evacuated. 

During the 9-day period of the railway strike, 125,000 extra miles were 
flown for the movement of essential mainline traffic. Although this represented 
a 25 per cent increase over the normal daily schedule, the operational expansion 
was accomplished efficiently and flights in general remained close to schedule. 
Personnel worked 20,000 hours of overtime and it was due to their willing and 
effective support that the Company was able to discharge its responsibilities, 
both on this occasion and at the time of the flood. The heavy cost of providing 
the emergency services minimized any financial advantage to the airline. 

Such demonstrations of TCA’s ability to meet essential transportation needs 
under conditions of national crisis are naturally a source of gratification to the 
Company. 


Flight Equipment 


Although the existing TCA fleet was fully adequate in 1950, and continues 
to meet requirements, the airline remains alert to contemporary design trends. The 
technical staff is thoroughly conversant with current developments in the field of 
aircraft propulsion and when the time comes for fleet re-equipment, the airline 
will be in a position to make a reasoned choice. That step will not be taken until 
Management is in the possession of the fullest operational and cost data and 
few, if any, manufacturers today are able to a such comprehensive 
information regarding new aircraft types. 


The Air Transport Prospect 


In April, the North Atlantic service will be extended to include Paris, but 
no other major route additions are at present foreseen. 

The improvement of the past year’s financial results will, it is believed, con- 
tinue to be apparent in 1951. Due regard must, however, be taken of the general 
rise in wages and prices and of the existence of many artificial barriers to 
international trade and travel. 


Fortunately, the airline is well fortified with both human and material 
resources. Higher revenues will almost certainly be attained and the most 
careful control of expenses will be exerted. 

TCA will continue to provide air transportation at the lowest te Ni: price 
consistent with the maintenance of its standards. It will.endeavour to widen its 
markets and increase the scope and value of the enterprise to Canada and 
Canadians. 
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SOO ke ae - §ESSIONAL COMMITTEE” 


INCOME ACCOUNTS 


NortH AMERICAN SERVICES _ ATLANTIC SERVICES 
Year Year Year Year 
1950 1949 1950 1949 

OPERATING REVENUES: 

$24,183,500.60 $19,460,394.52 PRASSEN EOP vob 0.2) hos am anes «+++ $ 6,027,009.91 $ 7,095,687.04 
5,400,000.00  5,400,000.00 Maile ne oes Gare Batwa Sate ey Me eae Bera Ae 1,177,427.84  1,178,653.41 
1,473,254.68  1,005,803.36 Hxpressand) Gargo. oy... ees ae $22,315.21 792,243.28 
194,573.17 155,809.07 Bxcesss Bagoage: ote laces 41,463.33 55,017.83 
118,920.64 106,257.92 Charterrand? Other), .200.. an teas 98,355.40  —° 879,190.82 
440,435.21 395,704.38 Incidental Services—Net ........ 178,227.04 221,594.24 
$31,810,684.30 $26,523,969.25 PPC AL WiehaiveVa ote hic lek aks ee era $ 8,344,814.73 $10,222,386.62 


OPERATING EXPENSES—EXCLUDING DEPRECIATION: 


$ 6,846,268.62 $ 6,334,459.95 Flight Operations 2.4.00. 36. $ 2,161,772.70 $ 3,022,061.39 
6,205,210.36 4,583,226.35 Flight Equipment: Maintenance .. 1,505,597.33  2,113,024.54 
4,443,179.64  4,158,908.72 Ground ,-Operattome niin Ooi eae 1,503,933.31 1,848,764.77 
3,558,917.03  3,260,681.07 Ground and Indirect Maintenance 1,289,333.39  1,796,806.08 
1,620,623.64 1,508,178.15 Passenger Service .............. 432,382.97 603,875.22 
3,324,217.30  2,769,949.30 Trathe: and Sales var vues e pie tegstnne 907,764.58 1,184,296.65 

a 929,195.35 586,719.39 Advertising and Publicity ....... 253,742.60 250,842.09 
1,639,892.05  1,504,368.17 General and Administrative .... 508,033.33 667,785.93 
202,232.48 101,189.58 Miscellaneous Income—Net ...... 27,935.89 114,929.20 


$28,365,271.51 $24,605,301.57 lot TRESS SiS Cahn alten tte $ 8,590,496.10 $11,602,385.87 


Surplus of Deficit of Revenues over 
Operating Expenses before Depre- 


$ 3,445,412.79 $ 1,918,667.68 ciation and Interest ............ $ 245,681.37 $ 1,379,999.25 
Zit LOSSO.» 201.4208 be DEPREOLATION ‘ovGon ich bieis carina PACE, 1,023,828.17  1,227,369.02 
$ 694,303.91 $ 948,759.13 Operatng Profit or Loss .......... $ 1,269,509.54 $ 2,607,368.27 
493,097.98 470,684.77 Interest on Capital Invested ...... 256,902.02: 290,780.99 

$. 201,205.93 $ 1,419,4438.90 Surplus or Deficit ................ $ 1,526,411.56 $ 2,898,149.26 


5100 FLIGHT OPERATIONS . 
$1,950,288.42 $1,682,547.81 23 Captains and First Officers.......... $ 362,900.42 $ 489,256.71 


— — 24 Other, Plight; Personne 2.25). 2h. soe 176,958.53 273,014.35 
1,643.63 72,560.51 28 Training—Salaries and Expenses...... ; 326.67 14,946.69 
173,947.15 164,464.19 36 Travel and. Incidental.:...:.....%.... 69,136.69 100,053.38 
4,707,011.34 4,094,937.68 45 Aircraft Engine Fuel and Oil........ 1,215,830.12 1,730,743.97 
10,762.79 0,263:S82"'53- Otter mUpOllent cele casts .c alcash one shane ence 2,588.75 ~ 6,919.16 

— 296,183.29 55 Flight Equipment Insurance.......... 329,470.80 404,418.27 
2,615.29 14,502.59 >-"74 Other -“HRpenses) "2 yf 82 no- abhae see, sae 4,560.72 2,708.86 
$6,846,268.62 $6,334,459 .95 $2,161,772.70 $3,022,061.39 


5200 FrigHT EQUIPMENT MAINTENANCE 


$1,027,955.30$ 796,479.49 25 Aireraft—Labour ........6...4%.0.... $ 190,901.93 $ 276,289.57 
830,497.31 864,295.56 26 Aircraft Engine—Labour ............ 192,602.30 413,475.02 
220,010.90 210,838.78 27 Aireraft Other Equipment—Labour... 47,883.08 73,860.86 

1,452,247.58 667,842.29 46 Aircraft—Material, etc. .............. 433,620.14 269,279.78 
2,027,520.74 1,894,115.69 47 Aircraft Engine—Material, etc........ 532,628.46 994,671.38 
331,978.53 149,654.54 48 Aircraft Other Equipment— 
Nhaterial:~etcieig.c tec ne hibes o oelthiae 107,961.42 85,447.93 
315,000.00 — 70 Aircraft Overhaul—Reserve provision — ~- 


$6,205,210.36 $4,583,226.35 $1,505,597.33 $2,113,024.54 
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RAILWAYS AND SHIPPING 


NortH AMERICAN SERVICES 


Year 
1950 


$ 236,860.73 $ 228,547.58 


264,239.99 
24,985.80 
287,206.91 
801,914.29 
156,618.49 
297,056.90 
206,612.48 
284,584.74 
89,938.19 
196,540.54 
45,380.75 
254,133.02 
99,390.25 
230,965.52 
160,350.76 
637,024.47 
8,828.14 
58,250.00 
49,391.51 
567.32 
52,338.84 


Operators 


Year 
1949 
6100 GROUND OPERATIONS 
2 
259,569.85 22 
32,787.95 28 Training—Salaries 
360,338.35 29 
700,248.69 29 
147,212.84 30 Flight Dispatchers 
310,559.68 30 Radio 
171,906.29 30 Teletype Operators 
255,861.39 35 Other Employees 
116,838.39 36 
199,847.18 37 
48,002.87 38 
225,405.46 39 Cargo Expenses 
95,711.92 40 
180,139.22 43 Other Services 
135,539.40 44 
524,992.15 44 
18,856.53 49 Servicing Supplies 
5D ES6.2 70.00 
49,030.22 53 Other Supplies 
625.00 64 Memberships 
41,751.49 74 Other Expenses 


$4,443,179.64 $4,158,908.72 


$ 170,258.16 $ 160,654.54 


$3,558,917.03 


$ 


$1,620,623.64 $1,508,178.15 


544,646.18 
254,443.46 

17,933.15 
342,335.82 
222,419.28 
222,118.39 
119565297 
495,016.45 
108,661.89 

21,428.81 
125,217.25 
172,881.41 

63,166.15 
338,692.95 


207,072.72 
- 30,287.45 


29,681.75 
2,892.68 
91.24 
75,804.23 


555,734.81, 
241,512.09 

21,786.20 
276,759.13 
207,227.31 
192,306.38 
204,210.07 
386,433.23 

99,707.63 

21,939.59 
115,522.54 
168,641.19 

43,307.75 
258,043.34 


163,203.43 
41,847.85 


37,988.22 
14,301.23 

104.94 
78,052.06 


25,895.08 
478,541.52 
5,112.37 
1,602.68 
122,317.38 
35,750.84 
398.09 


583,732.98 
159,538.60 


132,614.80 
57,091.87 
18,027.43 


84920—2 


$3,260,681.07 


$ 


53 
54 


6300 PASSENGER SERVICE 


34,327.25 
398,964.65 
7,320.04 
6,861.51 
103,595.65 
32,858.21 
1,115.29 


542,477.94 
128,164.24 
71,070.58 
101,918.36 
58,690.89 
20,813.54 
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36 Travel 


43 Other Services 


and Incidental 
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Ground Service Employees—Mechanical 
Ground Service Employees—Cargo.... 


Travel and Incidental A hs oth e: 
Telephone, Telegraph and Teletype.... 
Light, Heat, Power and Wate 


Agency Services and Joint Facilities. ; 
Airport, Building and Office Rentals. . 
Airport Landing Fees 
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Stationery, Printing and Office Supplies 


ee 


GROUND AND INDIRECT MAINTENANCE 


General Officers and Superintendents $ 
Maintenance and Stores Supervision 
Equipment and Facilities—Labour.. 
Training—Salaries 
Unallocated Shop Labour 
Building Attendants 
Stores Employees 
Engineering Employees 
Other Employees 
Travel and Incidental 
Telephone and Telegraph 
Light, Heat, Power and Waater 
Other Services 
Building and Office Rentals 
Equipment and Facilities— 

Materials, ete 
Shop Supplies 
Stationery, Printing and Office 

Supplies 
Other Supplies 
Stores Inventory Adjustment 
64 Memberships 
_74 Other Expenses 
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50 Stationery, Printing and Office 


Supplies 
Passenger Food Expense 
Passenger Supplies 
Passenger Liability Insurance 
63 Interrupted Flight Expense 
Customs Expense 
Other Expenses 


51 
52 
56 


67 
74 
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General Officers and Superintendents.. $ 
Station Managers and Assistants 
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ATLANTIC SERVICES 


Year 
1950 


157,843.60 $ 
129,755.91 
8,248.75 
126,554.87 
170,480.15 
77,380.09 
16,422.51 
25,655.35 
151,917.29 
68,049.36 
78,987.89 
5,838.77 


42,493.29 
88,864.86 
60,124.09 
179,396.86 
3,163.58 
23,326.16 
17,537.77 
405.18 
71,486.98 


Year 
1949 


181,494.91 
110,963.29 
21,657.96 
171,122.19 
161,556.98 
85,190.47 
16,218.03 
25,742.91 
175,044.54 
110,936.33 
76,067 .42 
7,464.11 
154,292.27 
33,744.31 
107,777.23 
55,773.59 
213,141.87 
17,546.66 
40,822.62 
17,547.14 


64,659.94 


$1,503,933.31 $1,848 ,764.77 


General Officers and Superintendents $ 
24 Stewards and Stewardesses 
28 Training—Salaries 
35 Other Employees 


. 


46,934.72 $ 


193,383.37 


93,350.81 
5,297.43 


117,622.45 


51,207.87 
81,621.40 


112,857.19 
178,792.42 


28,279.99 
8,959.25 
45,388.66 
74,385.68 
7,266.35 


124,983.16 


69,829.88 


12,732.14 
8,739.41 
10,617.08 
20.56 
38,297.73 


11,092.82 §$ 


139,562.04 


2,402.15 
791.19 
42,086.60 
21,160.81 


107.90 
99,884.05 
31,314.18 
31,621.78 
32,511.35 
14,314.36 

5,533.74 


53,300.19 
295,276.93 
135,894.24 

20,720.86 
178,251.67 

73,896.52 
111,856.24 
130,193.38 
257,001.92 

40,748.49 

16,382.34 

60,920.76 

98,201.56 

11,946.20 


140,598.80 
89,084.27 


23,877.15 
15,313.79 


$1,289,333.39 $1,796,806.08 


18,189.04 
169,158.82 
4,685.18 
3,158.48 
57,723.80 


" 22,825.92 


514.27 
120,802.42 
29,707.10 
38,653.88 
118,373.20 
11,811.84 
8,271.27 


$ 432,382.97 $ 603,875.22 
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SESSIONAL COMMITTEE 


TRAFFIC AND SALES 


21 General Officers and Superintendents.. $ 
22 Traffic Supervision 
28 Training—Salaries 

29 Building Attendants 
32° Ticketing «| Eimployees (ebsites. nents sheen 
32 Reservations Employees 
33 Traffic Solicitors 
35; Other -Hmployees ie tai as ae eee 
36. Travel and Incidental “giiesyalietne es 
37 Telephone, Telegraph and Teletype :... 
38 Light, Heat, Power and Water........ 
40 Agency Services and Joint Facilities.. 
43 Other Services 
44. Ofiea Rentals inc eies ees ere ap tpennate denen 
50 Stationery, Printing and Office Supplies 
53 Other Supplies 
64' Membershipe:nik, Sane Wa ite eters ears 
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NortH AMERICAN SERVICES 
Year Year 
1950 1949 

102,938.12 $ 122,158.07 
244,478.98 174,524.69 
25,493.58 21,922.89 
1,618.15 1,344.96 
000,200.29 462,518.21 
590,766.06 469,316.59 
205,288.09 178,911.86 
299,414.25 244,148.10 
195,407.66 180,098.49 
288,500.63 205,481.37 
11,502.43 11,655.00 
433,010.48 405,602.14 
46,501.34 45,278.86 
212,022.98 143,976.33 
66,213.16 71,564.10 
1,552.37 1,940.10 
5,911.44 2,938.06 
38,364.35 26,569.48 


$ 


Pere a 
$ 929,195.35$ 586,719.39 


$ 108,503.60 $ 


$1,639,892.05 $1,504,368 .17 


48,265.29 $ 


6,486.61 
919.36 
183.39 

37,372.07 
4,715.16 
11,868.02 
51,229.83 
464,035.98 
280,751.30 
17,977.49 
5,390.85 


96,160.29 
455,421.43 
62,279.60 
17,742.27 
5,640.19 
31,376.00 
22,569.33 
78,766.84 
37,155.73 
23,404.24 
57,464.44 
390,468.33 
20,602.86 
97,875.47 
81,273.24 
53,188.19 


$3,324,217.30 $2,769,949.30 


21,352.19 
2,727.45 
456.25 
443.78 
18,302.22 
939.32 
7,664.09 
42,193.59 
288,720.86 
185,334.30 
15,831.21 
3,154.13 


71,296.45 
61,188.77 
358,755.44 
164,685.50 
13,072.23 
5,649.16 
27,964.00 
11,795.34 
34,912.58 
34,803.16 
45,685.86 
83,614.69 
390,458.42 
15,287.12 
78 ,683.2:7 
61,846.66 
44,669.52 


$1,468,649.37 $1,544,890.73 
416,950.08 393,724.08 
253,537.62 374,850.24 
327,566.31 301,618.12 
284,405.50 252,343.64 


$2,751,108.88 $2,867,426.81 


5900 


74 Other Expenses 


ADVERTISING AND PUBLICITY 


21 General Officers and Other Employees $ 
36-Travel and Incidental. apr dee teria 

37lelephone jand Telegraph 22.3... 235; 

38 Light, Heat, Power and Water...... 

43 Other Services 
44°Office! Rentals uk i053 2. eee bs Oe een 
50 Stationery, Printing and Office Sunplies 
59 Timetables and Schedules 
60 Advertising—Space 
61 “Advertising—Other 3 2.0008. 6. qe cede. 
62 Other Promotional & Publicity Expense 
74 Other Expenses 
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GENERAL AND ADMINISTRATIVE 


21 General Officers and Swupervision..... $ 
22 Administrative Supervision—Other . 

35° Other < Hurployeese els Sk oo eke 
36° Travel ands Inetdéental wees. oe. ees 
37 Telephone: and Telegraph ............ 
38 Light, Heat, Power and Water........ 
39 Affiliated Company Charge 
41 Professional Fees and Expenses 
44 Office and Equipment Rentals......... 
50 Stationery, Printing and Office Supplies 
55 Insurance—Public Liability & General 
57 Insurance—Employees’ Welfare 
BT REVRIONS s yd series ots Slo oe a eee 
64 Membershinss: pes cs ets Seeder eee eas 
68 Taxes—Payroll 

69 Taxes—General] 

74 Other Expenses 
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FLIGHT EQUIPMENT DEPRECIATION 


15. cAITCrARpEL cba vue. He ackin. tear e sien cake « 
76 Ajrerafit }Hngines 3) } 5d. Scat Weis «on 
TL Airersttcppare Parts’. vst. feet ace 
77 Aircraft Other Equipment 


6900 GRoUND FACILITIES DEPRECIATION 


78 Ground Property and Equipment..... 


ATLANTIC SERVICES 


Year 
1950 


Year 
1949) 


28,109.77 $ 52,228.89 


66,760.97 
6,961.65 
441.87 
151,620.02 
161,323.14 
56,058.94 


81,762.39 . 


53,360.84 
78,782.16 
3,141.02 
118,249.81 
12,698.33 
57,898.06 
18,081.12 
493.91 
1,614.26 
10,476.32 


13,180.02 $ 


17 lvoe 
251.05 
50.08 
10,205.36: 
1,287.59 
3,240.85 
13,989.56 
126,719.45 
76,666.02 
4,909.19 
1,472.10 


253,742.60 $ 250,842.09 


29,682.34 $ 
26,305.69 - 


124,632.39 


10,212.61 
16,936.49 
60,193.53 
119,053.66 
5,662.90 
19,933.64 
20,750.19 
14,619.21 


$ 445,808,23 $ 


185,327.37 
145,375.57 
134,370.79 


112,946.21 


74,618.34 
9,373.17 
575.04 
197,750.47 
200,657.13 
76,494.08 
104,385.94 
77,001.42 
87,853.92 
4,983.11 
173,415.90 
19,359.05 
61,557.33 
30,597.36 
829.50 
1,256.17 
11,359.83 


907,764.58 $1,184,296.65 


9,129.17 
1,166.12 
195.07 
189.74 
7,825.15 
230.59 
3,276.80 
18,039.94 
123,443.11 
79,229.19 
6,768.66 
1,348.55 


30,686.74 
26,336.29 
154,429.21 
70,882.37 
5,626.43 
2,431.46 
12,036.00 
5,076.84 
15,026.74 
14,979.65 
17,372.83 
76,832.57 
156,947.20 
6,579.73 
24,180.30 
29,135.38 
19,226.24 


$ 508,033.33 $ 667,785.93 


582,100.18 
248,726.88 
156,955.80 
130,572.36 


109,013.80 


$1,023,828.17 $1,227,369.02 
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The CuarrmMan: Thank you, Mr. McGregor. 


Mr. Fuuron: Mr. Chairman, may I ask a question about page 2. Mr. 
McGregor, can you give me the dates of the original appointments of the 
directors? 

Mr. McGrecor: I can obtain ‘nen: Mr. Fulton. 


Mr. Macponne.u: Before we ask detailed questions about the report could 
we just be reminded in a word of the relationship between T.C.A. and the 
C.N.R., and perhaps also have a word as to the share of the time of the 
officials, so we will have that in our minds? 

Another thing I would like to question concerns the operating reports 
which are broken into two—first Trans-Canada Air Lines and second, Trans- 
Canada Air Lines (Atlantic) Limited. Is that just a convenient division inside 
the four corners of T.C.A. or is there a separate corporation? 

Mr. McGrecor: Yes, there are two separate corporations. 


Mr. Macponneuu: Well, then, when you come to the end under income 
accounts—oh, yes, I see they are separate there too. 

Mr. McGrecor: The only thing that is combined, sir, is the consolidated 
balance sheet which is a report on a system basis. 

Right Hon. Mr. Howe: The stock ownership of T.C.A. is in the hands of the 
Canadian National Railways. 

Mr. Macponneuu: And, indirectly, T.C.A. (Atlantic) Limited. 

Right Hon. Mr. Howe: Yes, it is exactly the same ownership. 

With respect to directors four are appointed by the C.N.R. and are also 
directors of the railway, and three are appointed by the government. The 
question was asked: When were those men appointed? Wilfrid Gagnon was 
appointed when this corporation was organized. 

Mr. Fuuton: In 1937? 

Right Hon. Mr. Howe: Yes, I think so. 

Donald Gordon was appointed when he became president of the railway, 
succeeding Mr. R. C. Vaughan. , 

J. A. Northey: was an original director; H. J. Symington was an original 
director, and at the time president of the air line. 

C. P. Edwards is an original director; R. A. C. Henry was appointed in 
1949; and Mr. McGregor was appointed when he assumed the presidency in 
1948. 

Mr. Fuuron: Thank you. There was one statement you made, Mr. Howe, 
in reply to Mr. Macdonnell and I wonder whether I understood you correctly. 
It was that Trans-Canada Air Lines (Atlantic) Limited is owned directly 
by the Canadian National Railways. Is there not an intermediate stage? Are 
they not owned by Trans-Canada Air Lines which in turn is owned by the 
Canadian National Railways?’ 

Mr. McGrecor: As far as ownership is concerned it is correct that Trans- 
Canada Air Lines is the only issuer of stock. That is bought by the Canadian 
National Railways and it in turn finances the operation of Trans-Canada Air 
Lines (Atlantic) Limited. 


Mr. Fuuron: Do they do that on a share capital basis? 

Mr. McGrecor: All the equipment is owned by Trans-Canada Air Lines. 

Right Hon. Mr. Howe: Trans-Canada Air Lines. 

Mr. McGrecor: It is owned by Trans-Canada Air Lines, yes. 

Right Hon. Mr. Howe: And certain equipment is allocated to Trans-Canada 
Air Lines (Atlantic) Limited. 

Mr. Fuuron: We had that all last year. Mr. McGregor, on page 5 you 
say “payroll chargeable to ee: expenses rose by $1,250,838”. At a later 

84920—24 


204 SESSIONAL COMMITTEE 


point you give us the figures on reduction of personnel, amounting to approxi- 
mately a 4 per cent reduction. Can you make a comment why there was that 
increase in payroll directly chargeable to operating expenses in view of the 
reduction you show elsewhere? | : 

Mr. McGrecor: Yes, payroll chargeable to operating expenses is virtually 
the whole payroll of the company. It arises due to the greater unit remuneration 
paid throughout the organization. 

Mr. Fuiton: There is no significance in the words “chargeable to operating 
expenses?” 

Mr. McGrecor: No. 

Mr. Fuuton: You could have said that the payroll rose by so much. 

Mr. McGrecor: Yes. 3 

Mr. Fuuron: That is all you mean? 

Mr. McGregor: Yes. 

Mr. Fuiron: I could figure it out, but what would be the average per- 
centage of increase in payroll per employee? It would be quite a substantial 
increase would it? 

Mr. McGrecor: I think it would be on the order of 4 or 5 per cent. 

Mr. Macponneuu: Would you say a word about commodity revenues? 
I notice a particular reference to commodity revenue in the Caribbean service. 
What is it, for one who is not familiar with your advertising other than for 
passenger purposes? What do you aim at in this commodity revenue? What 
is your plan and in what respect is commodity revenue growing? 

Mr. McGrecor: By commodity revenue we refer to revenues derived from 
other than passengers or mail cargo—that is air express or air cargo. Our aim 
is to stimulate that business so that it comes close to filling the cargo capacity 
which is an automatic by-product of aircraft flown for passenger purposes, 

Mr. Macponneutu: What percentage of your capacity for cargo are you 
using now? 

Mr. McGrecor: I would think in the order of 70 per cent. 

Mr. Macponnewu: Do you have any special cargo planes? 

Mr. McGrecor: We have one aircraft assigned for cargo purposes and fitted 
without seats. 

Mr. Macponng.u: Is that likely to develop? 

Mr. McGrecor: Yes, I would think it is very likely to develop because 
it has progressed very extensively in the United States in the past four or five 
years. In the United States they are operating several scheduled cargo flights. 

Mr. Macponneuu: What percentage of that is trans-ocean? I really mean 
north Atlantic; I do not mean Caribbean. 

Mr. McGrecor: The percentage of Atlantic cargo to total cargo business? 

Mr. Macponne.u: Yes. 

Mr. McGrecor: Roughly 30 per cent. 

Mr. Futton: Mr. McGregor, you show increases in the general revenue 
throughout the whole field. Every detail is increased as against 1949—which 
is gratifying—but you also make reference to substantial services which you 
rendered during the time of the rail strike and the Winnipeg floods. Was the 
increased volume then carried a substantial part of the increase over the year or 
was it, in proportion to the year’s operation, relatively small? 

Mr. McGrecor: Relatively small. 

Mr. Fuuton: This is a general trend, you would say, rather than the 
reflection of an emergency situation? 
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Mr. McGrecor: It is apparent in comparison of each month with the cor- 

responding month of the previous year, throughout the year. 

| The CHAIRMAN: Are there any further questions on page 5? If not, we shall 
turn to page 6. 3 

: Mr. Carter: Mr. Chairman, I notice reference is made to the new service 
between Montreal and New York. I was wondering if the possession of Gander 
was an essential factor in working out the agreements necessary to set up that 
service? 


Mr. McGrecor: It is difficult to say. Certainly reference to Gander or 
certain trading of rights with U.S. operators at Gander came into the bi-lateral 
negotiations. Whether or not it would have been possible for Canada to acquire 
the right to operate between Montreal and New York without that trading 

factor, is a matter of conjecture. I am inclined to think it is only a reasonable 
thing that a Canadian operator should be permitted to maintain a service between 
those two cities. 


Mr. Carter: Did it facilitate negotiations? 
Mr. McGrecor: I think it is true to say it did facilitate negotiations. 


Mr. Carter: I was wondering whether any consideration has been given to a 
quicker flight between Montreal and Torbay? 


Mr. McGrecor: Yes. It is a difficult routing problem and we are somewhat 
restrained by the severe weather conditions at Torbay—which this spring have 
been atrocious. We are, naturally, very loath to put a big aircraft in there with 
the risk of having it held on the ground for anything up to days. I think we can 
look forward to a decrease in the number of stops between Torbay and say 
Montreal or Ottawa. 


The CHAIRMAN: Is there anything more on page 6? 
We will turn to page 7. 


Mr. MacponneE tu: I notice on page 7 halfway down the middle of the left- 
hand column “giving powerful impetus to this wider acceptance were a growing 
reputation for schedule reliability, the absence of any increase in the price of air 
transport...’’ and I want to raise this question. I notice that last year in this 
committee there was considerable discussion as to whether one would regard an 

operation of this kind as an ordinary commercial operation or whether one would 
regard it as having other aspects such as public service, prestige value, and so on. 
I raise this question of the air fares to ask you this: Are they being fixed on 
what you might call ordinary commercial considerations—that is, trying to make 
ends meet—because, while we congratulate you on the improvement, there is 
still a substantial deficit left? I raise that because I know that later on there 
is a reference to the service which is being given. J want to point out that this 
is not like a service which is given to the vast mass of the public; this is, 1t seems 

to me, a service given to people who are presumably in pretty good position to 
pay their way. I would like to have an answer to that—whether the restraining 
from increase, whether keeping fares where they were, was a matter of policy 
on other. grounds or whether you just thought the traffic would not carry any 
more—that you could not raise fares any higher? ‘ 

Mr. McGrecor: The terms of reference of the company in its original 
instructions of incorporation provide that the fares shall remain at a reasonable 
relationship to the fares of other air transportation, and that has been done. 
Actually T.C.A. is in direct competition with the majority of routes of US. 
air lines which closely parallel it south of the border. If the T/C.A. fare 
structure rose disproportionately high, as compared with American carriers, we 
would lose a great deal of traffic to the parallel routes south of the border. 
It is no great trick for an air traveller who wishes to cross the country to 
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cross the border twice in the process of doing it, if there is a substantial fare 
advantage to him by so doing. 

The T.C.A. domestic fare structure is related both to that fact and, as you 
say, to normal commercial considerations of the operation. It varies a few 
fractions of a cent either side of 6 cents per passenger mile, depending on the 
length of the flight leg involved—inversely as the flight length, by the way. 

Mr. Macponnetu: Would it be fair to say that you are up to your ceiling 
—which is the competitive rates of others? : 

Mr. McGrecor: It is a relative matter. If you raised fares you would 
lose traffic; whether the additional revenue from the increase in fares would 
more than offset the loss of traffic would depend entirely on the amount of the 
fare increase. 

Mr. Macponneuu: Let me ask you this final question. You are governed 
in your figuring of fares purely by ordinary business considerations? 

Mr. McGregor: That is correct. 

| Mr. Futon: You said last year pretty much along the lines of what 
you have just said. I asked you “Are you approaching the position where an 
increase in the net fare charged to the passenger would bring into effect the 
law of diminishing returns?” You said: “I am certain of it.” Then, in 
elaboration I asked: “By virtue of the competition factor, which you must 
meet?” and you answered: “Both by other air lines and by rail.” 

That would still be a statement of your views at the present time? 

Mr. McGreeor: Yes, that is correct. pete 

Mr. Fuiron: Then, on page 7, I would like to ask questions in regard to 
two matters. One is just a small point, for information. Halfway down the 
righthand column you refer to the reduction of standard fares and the family 
fare plan. I remember that last year we had a short discussion about the thing 
and. I think you called it an air credit card. | 7 

Mr. McGrecor: Yes, we have air travel cards. 

Mr. Funtron: My recollection is you indicated you were not pressing it at 
the present time? 

Mr. McGrecor: We do not press it unduly. It involves a rather substantial 
deposit on the part of the holder of the card—$425. It is a convenience for the 
type of passenger that is using air service a great deal. Otherwise, it is purely 
there as a convenience. It involves billing rather than collection for each ticket 
as it is sold, and this accounting expense is not entirely offset by the deposit 
in the possession of the air line. 

Mr. Futon: It does not? 

Mr. McGrecor: No. We are glad to extend it as a service, particularly 
to the repetitive traveller but, apart from that, there is no reason why the air 
line should stimulate it in preference to the normal sale of tickets. 

Mr. Futon: That is interesting, and one of the things I was going to come 
at. Frankly, when it was discussed last year I had not heard of it before. The 
first time I met up with it-from one of the personnel of the company was this 
year when I was travelling. It was mentioned that you have an air travel card, 
so I was wondering why you were not advertising that more. You have probably 
answered it in that it is not that much of an advantage to the company to do so. 
Do you give $425 worth of travel for $400? 

Mr. McGrecor: No, there is no reduction at all. The deposit is to protect the 
company’s revenues, the holder of the card must maintain a deposit with the 
company of $425 and he is billed currently as he uses air travel in order to 
re-establish that $425 deposit. ae 

Mr. Fraser: He would have a certain amount of priority too, on seating? 
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Mr. McGrecor: No. 

Mr. Macponneuu: What does he have? 

Mr. Fuuron: He does not have to carry money or cheques? 

Right Hon. Mr. Howe: It is a convenience if you are travelling all over the 
United States. 

Mr. McGrecor: Or all over the world. : 

Right Hon. Mr. Hown: Yes, because you can just put the card down on the 
counter, get your ticket, and pay the bill when you get home. As far as Cana- 
dian travelling is concerned it is no convenience at all. | 

Mr. McGrecor: You might be interested in knowing that there are 1,800 
of the travel card accounts in existence. _ 

‘Mr. Futton: Are they used mostly by the companies who are having 
their representatives travel a lot? 

Mr. McGrecor: Yes. 

Mr. Fuuron: We had a great deal of discussion on mail traffic last year. 
I see that you say in this year’s report that “towards the end of 1950 there 
were indications that it would be possible to negotiate a mail contract having 
as its essential features a sliding scale of payments based upon increasing mail 
volume and very substantial reductions in payment...”. Has any further 
progress been made in that direction? 

Mr. McGrercor: Yes, the contract has been completed since the. effective 
date of this report. 

Mr. Futton: Can you give us the details of it or what benefits you expect 
to derive from it? 

Mr. McGrecor: Yes, I can give that to you in detail. 

The benefits derived are perhaps a little questionable in that they involve 
the performance of a great deal more transportation of mail but it does place 
mail carriage on a basis of payment that is directly related to the amount of 
work done—that is remuneration is based on the ton mile unit. It provides 
for a quite lengthy program of continued expansion of mail carriage. 

It is perhaps somewhat outside the bounds of the 1950 report, but if I may 
I could give you the details. During 1950 the average per month load of mail 
was in the order of 350,000 ton miles and the contract as now negotiated 
provides the following: January 1951, 350,000 ton miles for which remuneration 
would be $460,000, or $1.31 per ton mile; in February 375,000 ton miles, 
payment $467,000, the rate per ton mile being down from 1.31 to 1.25. 

Mr. Fuuron: That is cents per ton mile? 

Mr. McGrecor: That is dollars per ton mile. Now, will I go on reading 
those three figures by months? 


Ton-miles. Payment Per ton mile 
SN ASE SEEL EONAR ORE iy ORD aCe (Sr Or eR RI 400,000 $473,000 $1.18 
PAD eal Me Pe HS RAS Shae a Ciel aad tailers ore tratte 425,000 480,000: 13 


Now, that condition remains through April, May, June, July, August and 

September. In October there is a further calculated rise in volume to: 
COE DEE Moke MAL aaa eds Ue lak set 450,000 $487,000 $1.08, 

and that continues from there on. 

Mr. Fuuton: Well, then, the effect is that you have not been able to 
negotiate contracts providing for any higher net return per ton mile? 

Mr. McGrecor: That is correct. 

Mr. Futon: In fact, it is the very reverse, a lower return. 

Mr. McGrecor: A lower return per ton mile but a committed increase in 
volume by the post office and, therefore, an increase in the gross revenue from 
mail. 


208 : -SESSIONAL COMMITTEE 


Right Hon, Mr. Howe: The result was that at Christmas and, as was much 
the case in the rail strike, the post office dumped a greatly enlarged amount 
of air mail. They pay for it now. Ma | 

Mr. Futton: Anything in excess of these agreed upon amounts you are now 
to be paid for. 

Mr. McGrecor: Yes. 

Mr. Brnipicxson: If you had less than the estimated monthly volume 
would you still be paid the agreed charge? 

Mr. McGrecor: Yes, the figures given were minima to which the post 
office is committed. 

Mr. Fuuton: It is difficult for a person who does not know alll your traffic 
factors and so on to assess that, but my recollection of last year’s evidence was 
to the effect you felt you were carrying mail at less than you should be receiving 
for it. You were rendering service for less than you should be receiving, at least 
on a competitive basis with other Canadian air lines and certainly with respect 
to some American air lines. 

Mr. McGrecor: I would say that is only entirely correct with respect to 
certain months. We could have been required to carry an unlimited quantity of 
mail in any one month and we had a fixed remuneration per month. The result 
was that in the heavy mail months such as December we were carrying mail at 
a very low rate of return per ton mile. 

Mr. Futron: Does that now call for a monthly rate of $525,000? 

Mr. McGrecor: No. 

Mr. Futon: Do you feel that that sliding scale you have now arrived at 
will give you the same relative position or advance as $520,000 flat would have 
given you? 

Mr. McGrecor: It is not as good as we hoped for but it is a better arrange- 
ment than we had before. : 

Mr. Macponne.u: Do you make or lose money out of it? 

Mr. McGrecor: We believe we make money out of it. 

Mr. Fuuron: If that is the case I suppose it is better. Does the Deputy 
Postmaster General still have a pass on the Trans-Canada Air Lines? 

The Cuarrman: Just to have this on the record, Mr. McGregor, what is the 
end result as to the firm commitment for mail carriage this vear under the new 
contract? 

Mr. McGrecor: 5,025,000 ton miles. 

The Cuairman: Would you mind giving the result in dollars? 

Mr. McGrecor: $5,741,000. 

Mr. McCuttocu: Why do you prohibit pipe smoking and let cigarette 
smokers smoke cigarettes on the planes? 

Mr. McGrecor: It seems to be a well established fact that pipe smoke is 
more objectionable to other passengers than is cigarette smoke. 

Some Hon. Mrmpers: Hear, hear. 

Mr. McCvuuuocu: I do not agree with that. 

Mr. McGrecor: It depends, sir, a great deal on the condition of the pipe. 

Mr. McCuttocu: I know that coming down from Churchill the other day 
ae passengers were all smoking cigarettes and I could not smoke a pipe for six 

ours. 

The CHairman: Now, we are on page 8. 


Mr. Macponne.u: Without wanting to get involved in a complicated dis- 


cussion of cost accounting, could you indicate just how far you go—I know it is 
a difficult thing to do—in assessing your cost of doing that; I mean, I would like 
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to know how you arrive at your cost of mail carriage, as compared to the carriage 
of passengers. 

Mr. McGrecor: As you say, it is a very difficult thing to say that a ton of 
mail costs so much to carry and a ton of passengers costs so much to carry, but 
this is true, and it comes up very strongly in discussions with the post office, 
regarding mail pay, that the company is relieved of certain expenses in connec- 
tion with the transportation of a ton of mail that it must incur with the trans- 
portation of a ton of passengers such as feeding, ticketing, escorting to the air- 
craft, and away from it, and the type of thing that we do not have to do in 
connection with the transportation of mail. 

Mr. MacponneEtu: And advertising? 

Mr. McGrecor: Advertising is another item. In fact, all sales stimulation 
for that matter. But there are other influences that are not entirely to the air lines’ 
advantage in connection with the carriage of mail. We must, for instance, in 
setting flight schedules observe to some extent the requirements of the post office. 
It would be quite wrong for us to start an evening flight from Montreal or 
Toronto on a time schedule that would just miss the day’s collection of business 
mail, so we have to arrange our flight scheduling to meet post office requirements, 
and that may be expensive; but it is very difficult to do otherwise. We do know 
the ton mile cost of overall air transportation and we feel in the case of mail the 
ancillary expense in connection with mail probably does not greatly exceed the 
economies that are involved in the transportation of mail, as compared to 
passengers. 

Mr. Futton: I was of the opinion and even hoped that the discussion on 
this matter in the committee last year was of some help in getting a very 
favourable mail contract. Perhaps it is too early to ask you to comment on this 
present contract, although you told us it is better than it was but not as good as 


- you hoped for. I would, however, say at this point that I hope next year when you 


have completed a year’s operation under the new contract you will have devoted 
a part of your annual report to an analysis of the results, in case you might want 
further help from this committee, and then we will be in a position to do so next 
year. Perhaps it would not be fair to go further than that at the present time. 


Mr. Knicut: I have a couple of small questions to ask on behalf of Mr. 
MacInnis. One of the questions concerns a particular schedule from Vancouver 
eastward. Trans-Canada Air Lines flight No. 2 from Vancouver to Toronto and 
Montreal appears to have no connecting plane for Ottawa, and as I understand it, 
one has to wait at Toronto from 9.35, at night, until early the next morning. I 
wonder if that is right. That does not sound right, especially when you know 
flight 344 to Ottawa leaves Toronto just ten minutes before flight No. 2 from 
Vancouver arrives. Is there a reason for that schedule? 

Mr. McGrecor: Yes; perhaps Mr. MacInnis’ point may be dealt with by 
my saying that this is a temporary situation until such time as the full summer 
frequency goes into operation between Toronto, Ottawa and Montreal. The 
number of flights then becomes such that it would be unnecessary to wait in | 
Toronto for any great length of time. 

Mr. Knicut: Even for ten minutes. 

Mr. McGrecor: No, it is not quite that good. 

Mr. Mutcu: I think I must have caught most of those fifteen per cent of 
trips that did not arrive on time last year. 

Mr. Knicut: It appears to be a seasonal matter? Might I ask what is the 
comparative length of the seasons? What is the length of the season in which this 
sort of thing can happen as compared with the rest of the year? 

Mr. McGrecor: It normally would not have happened had not the increase 
in traffic on the transcontinental operations produced an advance of the fourth 
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flight from Winnipeg that was originally scheduled to go into being on April 
the 29th, but due to the increase in traffic which took place it was put into 
service on April Ist, and the additional flights between Ottawa, Toronto, and 
Montreal will not go into service until April 29th, so there is a month when there 
is partial transcontinental flight in operation for which connections were not 
provided. There will be nine flights a day between here and Toronto beginning 
May Ist. 


Mr. Knicut: Is there any reason why these planes should not connect? 
For instance, might not flight 344 delay its start until 9.50 when the connection 
could be made? Now, that is only fifteen minutes from the arrival of the other 
plane? 

Right Hon. Mr. Howe: The trouble is that Mr. MacInnis is going further 
than the flight goes. The flight is not scheduled beyond Toronto. If he wants 
to go beyond, he should take a flight that goes beyond that point. 

Mr. McGrecor: It now leaves at 9.25, and the obvious belief would be 
that that would normally provide connections but it does not. .The business of 
unloading passengers’ baggage, and transhipping it to another aircraft requires 
a schedule having a longer gap than provided for here—ten or fifteen mintes; 
in order to provide a good connection with a transcontinental aircraft one would 
want to have at least forty-five minutes as an interval. 


Mr. Murcu:. One other question, flight No. 30 from Toronto here. I think 
I am right on that. Is it run at the particular time it does run because of 
connections with any other air line? I have the unenviable record of having 
missed flight No. 30 four out of five times and on two occasions I saw flight 30 
leaving the ground as we were landing. I have not any complaint about being held 
up and I might say that on one occasion it did not make any difference because 
the House of Commons was spared a speech on that occasion. Whenever I make 
enquiries about this the answer I always get is: there is a short gap in the 
winter months during which time No. 4 is one of the runs which is frequently late; 
and you get on late and you lose time and I think perhaps that your worst con- 
nection is at Toronto. Now, does this flight No. 30 have to meet any other air- 
eraft or any other line at Montreal or are you just working that schedule a 
mite too thin in the winter? 7 | 

Mr. McGrecor: Flight No. 30 is a connection with flight No. 22 to 
Moncton which leaves Montreal at 10.00; and flight No. 30 is scheduled to arrive 
in Montreal at 9.30, so it is necessary that that flight leave Toronto on. schedule, 
but another thing occurs too. If you start tampering as we have discussed in 
correspondence, Mr. Mutch, with flight schedules, the thing becomes cumulative. 
The aircraft flying between Montreal and Toronto particularly the DC-3’s are 
planned to a very high utilization and if one flight in one direction is delayed 
as little as half an hour succeeding flight departures are also delayed. 

Mr. Murcu: It did occur to me that that was a particularly close con- 
nection, and No. 4 usually feeds quite a number of people onto No. 30 and very 
often receives a fair number of members of parliament, usually three, four or 
five are on that plane very often. Under those circumstances I raised the ques- 
tion merely to say that thirty minutes, which, I believe, is what we had— 

Mr. McGrecor: One hour and fifteen minutes. 


Mr. Mutcu: Well, it was not enough during the winter on four or five 
different occasions. The only time I had any major complaint about it, it was 
rectified very quickly. I did not know about the connection with the maritimes 
and that is the reason I asked. I am satisfied. : 

Mr. Morr: I would like to ask a question with regard to the facilities at 
the airports. Are the facilities at the airports being increased to cope with the 
increased passenger traffic? Take Calgary for instance. There are times when 
you have quite a delay there going through to the coast. The plane gets in on 
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time but is late in getting away. It appears to me that there is an understaff or 
something. The staff there works hard enough, there is nothing wrong with the 
personnel, but it seems to me they are understaffed. 5 

Mr. McGrecor: The number of air line personnel at airports is directl 
related to the volume of traffic and the frequency of flights. Occasionally an 
aircraft operation goes off schedule, resulting in, say, two aircraft, one from 
Edmonton and a transcontinental flight arriving in Calgary at the same time. 
The size of the crew is calculated to the normal handling of the flights on 
schedule, but if we get what we call ramp congestion through an irregular opera- 
tion of that kind there is bound to be some delay with respect to the rapidity 
with which the flights are handled. The transcontinental flights are supposed to 
be on the ground twenty minutes and I am assuming here that there 1s no 
mechanical difficulty to be coped with. 

Mr. Morr: I remember last year on the way to the coast we were held up 
twenty minutes leaving Calgary. | 

Mr. Macponnetu: I was going to ask a question in geography. When one 
goes from Prestwick to Iceland, how much closer is one to Goose Bay than he 
was when he left Prestwick? In other words, why do you go to Iceland? I did 
that last summer and on the face of it it appeared to me it was because of strong 
headwinds but that was not true that day. 

Mr. McGrecor: Nearly all our westbound flights in winter go to Iceland, 
and you are very much closer to Goose Bay when you get there than you are at 
Prestwick. The map in the middle of the report may be of help on that, Mr. 
Macdonnell. 

Mr. Fuuron: Whose responsibility is it to provide airport buildings and 
facilities at major airports, following up what Mr. Mott discussed with you a 
moment ago? Calgary, which is a stop on the Trans-Canada Air Lines, is 
perhaps one of the poorest served from the point of view of buildings and so on 
that can be found, Is it entirely the responsibility of the city of Calgary to 
provide those buildings? Who operates the airport in Calgary? 

Mr. McGrecor: The Department of Transport. There are some exceptions, 
Vancouver and Edmonton and there is also Halifax, which is under the navy. 
Mr. Evuron: So any question of improvement at Calgary is one for the 


Department of Transport, not for the Trans-Canada Air Lines. 


Mr. McGrecor: Yes, things will be improved there soon; I believe plans are 
drawn because those buildings are of a temporary nature at Calgary. 
Mr. Fraser: In this paragraph on page 8, airway facilities, you mention 


that important runway extensions took place in Toronto and Sydney and instru- 


ment landing equipment was installed at several more points. Is this equipment 
being installed so that you can land in fog? 
Mr. McGrecor: Yes, it reduces the limits of ceiling and visibility under 
which planes can landi; it is known as I.L.S.—instrument landing system. 
Mr. Fraser: You are able to land on a field but you cannot take off? 
Mr. McGrecor: No, we can take off too. 
Mr. Fraser: You can take off just the same? 
Mr. McGrecor: Yes. 

Mr. Fraser: Well, is that to help in making connections at Moncton where 
there are conditions of fog a good deal of the time? 

Mr. McGrecor: The installation of I.L.S8. has contributed greatly to the 
regularity of the schedule ‘but it does not mean that in complete fog conditions 
you can operate. It does reduce our operating limits as to ceiling and visibility ; 
with this equipment these are less binding. You might have to maintain an 
operating regulation of say a 500-foot ceiling and a mile visibility but when I.L.S. 
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is installed you may be able to reduce those conditions to 200 or 300 feet and a 
quarter of a mile visibility, which covers a large proportion of the cases. 

Mr. Georce: I think we ought to correct the impression of the fog conditions 
at Moncton as mentioned by Mr. Fraser. There is never any fog there and the 
airport is equipped with LL.S. and all the trans-Atlantic flights have to use it 
this time of the year because the other fields are fogged in. 

Mr. Fraser: When I have been trying to get. to Montreal they could not 
land at Moncton. We had to go back to Gander again. 

Mr. Grorce: That happens once every ten years. 

The Cuatrman: I do not think you should blame that on the fact that Mr. 
Fraser was aboard. 

Mr. Ginuis: Might I ask Mr. McGregor a question on airway facilities? A 
year ago I was of the opinion that a survey was being made of the Halifax area 
with the end in view of either using the Eastern Passage airport or establishing 
a new airport for that area. I notice here that you say a lot of projects had to 
be abandoned because of other expenses. Now, that Halifax situation is pretty 
bad. Many times passengers who ordinarily want to land in Halifax must go 
through to Montreal and often when at times you make a forced landing 
passengers want to disembark and go through customs in Halifax but are not 
permitted to do so, they must go through to Montreal. Is anything being done 
to remedy that? 

Mr. McGrecor: Yes—you are speaking of the trans-Atlantic westbound 
flights. That point you mention has been taken up with the Department of 
Immigration and they have agreed in the event of a non-scheduled operation 
going into Halifax there will be customs clearance of passengers for points in 
the maritimes; they will be allowed to disembark there. On the question of air- 
ports, a survey has been completed and I believe a site which is acceptable to the 
technical people has been decided on. I do not think anything more than that 
has been done so far. It, by the way, is outside the normal fog belt which Dart- 
mouth is in. 

Mr. Morr: What progress is being made, if any, as regards the Department 
PE Transport taking over the Vancouver airport? Could you say BODE about 
that? 


Mr. McGrecor: I do not know what the progress is or what the position is. 
The Cuarrman: Are there any other questions on page 8? 
Mr. Funron: Perhaps Mr. Howe would know. 


Right Hon. Mr. Howe: Vancouver owns the airport. During the last war 

we had an arrangement under which the city continued to operate the airport 
and the government paid the bills. That was very unsatisfactory from the 
government’s point of view. When the war was over we said “You own most 
of the airport and either you operate it or we will operate it, one or the other. 
You can turn the airport over to us, but, if you want to operate it you will 
have to pay the bills.” The city chose to operate it. 

Mr. Macponneui: Perhaps you pay the bills indirectly out of what they 
charge you? 

Right Hon. Mr. Hown: The charges are all right and I think the operation 
is doing all right. However, we did not want an arrangement whereby the 
city spent the money but we provided it. 

The Cuarrman: Shall we deal with page 9? 


Mr. Fraser: It mentions here that there was quite a decline owing to the 
fact that the immigrant charter plan was not in existence. That has started 
up again, with this government, so will that make a difference this year? 
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: Mr. McGrecor: Yes, although what has started now is not the old charter’ 
plan. ; 

Mr. Fraser: It is a different type? 

Mr. McGrecor: Yes. ‘ 

Mr. Frasmr: What difference would it make, or have you any idea? 

Mr. McGrecor: Up until the beginning of April we had carried 
approximately 2,000 passengers under the new plan, all of which are paying 
the standard air line fares, so there is quite a substantial element of revenue 
in that for the air line. 

Mr. Fraser: They paid the full fare less $30 and the government pays the 
$30, is that it? f: 

Mr. McGrecor: No, the immigrant pays the difference between the regular 
fare and 55 pounds sterling or $160, roughly. 

Mr. Fraser: If the immigrant has extra baggage what do they do about 
that? Ship it by boat? 

Mr. McGrecor: Yes, unless the immigrant wishes to pay air cargo for it. 

Mr. Fuuron: In effect you get full fares and the government subsidizes the 
difference between what the immigrant can pay on the full fare and $160? 

Mr. McGrecor: The government subsidizes the immigrant, not the air line. 

Mr. Fuuton: Yes. 

Mr. McGrecor: The amount of the subsidy is not determined by what he 
a tA The fixed amount of the government contribution to his transportation 
is 

Mr. Fraser: Which the government gets back eventually? 

Mr. McGrecor: I do not know what the arrangements are between the 
government and the immigrant. | 

Right Hon. Mr. Howe: It is just to provide more transportation. We 
found we were being limited in the number of immigrants we could take from 
the U.K. due to lack of boat transportation, so the government made this 
arrangement. The immigrant pays what he would pay if he could travel by 
boat, and the government pays the difference. 

Mr. Beniwickson: This has just been in effect from the Ist of January” 
to the end of March? 

Right Hon. Mr. Howe: Yes. 

Mr. Fuuton: Some of the questions I have regarding page 9 will involve 
an analysis of the table on page 10. 

Mr. McGregor, you point out “of the $1,526,412 net deficit, the North 
Atlantic services were responsible for only $275,922”—which works out to 
approximately 18 per cent of the net deficit. Can you say what the percentage 
was last year—of the net deficit? 

Mr. McGrecor: In 1949? 

Mr. Futon: Yes. 

Mr. McGrecor: Yes. 

Mr. Futton: Incurred by the North Atlantic and the Caribbean. 

Mr. McGrecor: I would want to look that up, but the figures are here. 

Mr. Macponnetu: The result of that is that a very considerably large part 
of this deficit is incurred in the Caribbean service? 

Mr. McGrecor: That is true but there is a point that has to be considered 
in comparing those two sets of figures. The southern operations to the Caribbean 
have a strong seasonal fluctuation in traffic as has the North Atlantic, but 
those two fluctuations are out of phase—in other words, the hump in the 
southern operations occurs during the winter months exactly at the time the. 
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Atlantic is at its lowest ebb. It makes for very efficient use of equipment and 
crews and the whole organization of the company. 
If the southern operation were suspended it would not be the case that 
the company would be relieved of the deficit apparent in the southern operations 
because that deficit would simply transfer itself to the North Atlantic. : 

Mr. MacponneLtu: What you mean is the southern operation carries part 
of the general overhead and so on, but can you estimate what the result would 
be? In other words, you are saying that if you shut off the Caribbean you 
would not make the apparent showing that one would first of all guess, because 
you would be carrying the heavier load on the Atlantic service? Presumably, 
you could give an approximate figure as to what that would be? You could 
estimate what that was, roughly? | : 

Mr. McGrecor: I would think it would be fair to assume that the deficit 
made good, or made bad as the case may be, would be transferred to the North 
Atlantic operation because the revenues from the southern operation more 
than offset the direct expenses involved. 

Mr. Macponnetu: When you say that are you including such things as 
wear and tear on your equipment, or are you just looking at a purely operating 
figure? 

Mr. McGrecor: No, I am considering all the direct. expenses, maintenance 
of the aircraft, payment of crews, purchases of fuel and so on. 

Mr. Macponnetu: In other words you say that they would be idle and 
that work down there costs you very little? 

Mr. McGrecor: That is the case. We could not reduce the establishment 
of aircraft or the establishment of trained crews in response to these seasonal 
drops in traffic on the North Atlantic. 3 
Mr. Fraser: Then your southern timetable is cut during the summer months? 
Mr. McGrecor: Very appreciably—down to virtually the lowest limit 
that will allow us to maintain our licences down there. : 

Mr. Fraser: And there is a limit on that? 
Mr. McGrecor: Yes. 


_ Mr. Futton: We had quite a discussion on this point last year, Mr. McGregor, 
and I was wondering in connection with the table on page 10 if you could give 
us a breakdown as between the North Atlantic and the Caribbean service at 
the same time as you are answering other questions, or do you have those figures 
available here? 3 

Mr. McGrecor: Yes, we will have them available for you this afternoon 
if we are meeting then. 

Mr. Futon: Now just to ask for an elaboration on something Mr. Mac- 
donnell asked. You said I think that the operating revenue of the Caribbean 
service did meet the operating expenses. Does your answer also embrace deprecia- 
tion of aircraft while they are being used in the Caribbean? 

Mr. McGrecor: No, we do not regard that as a direct operating expense. It 
is quite possible the revenues do meet that also. 

Right Hon. Mr. Howe: I think Mr. McGregor was explaining that deprecia- 
tion goes on whether you use an aircraft or not. Mr. McGregor was saying 
that if the planes were not used on the South Atlantic the depreciation expenses 
would be charged to the North Atlantic—and the interest on the investment as 
well. 

Mr. Fuuton: Then your depreciation is at the same rate whether the 
planes are actually in service or not? 


Mr. McGrecor: Yes. 
Mr. Macponneuu: That would affect your maintenance expense? 


a a ee | Ns > = aie 


RAILWAYS AND SHIPPING 215 


Right Hon. Mr. Howr: Maintenance costs are covered by the revenue from 
‘the South Atlantic operation. 


t 


Mr. Fuuron: Is your traffic curve on the North Atlantic still very humpy? 

Mr. McGrecor: Yes. 3 

Mr. Fuutton: I mean on the North Atlantic. 

Mr. McGrecor: We expect the immigration plan referred to will remove 
a good deal of the fluctuation because it provides us virtually with capacity 
loads westbound for the duration of the plan. 

Mr. Futon: Do your forecasts envisage eventually concentrating practically 
entirely on the North Atlantic and withdrawing from the Caribbean, if you 
can level that out? 

Mr. McGrecor: No, for the reason I mentioned. The southern operation 
provides a very convenient method of using equipment and crews during the 
period of reduced two-way loads on the Atlantic—which still exists to a marked 
degree and always will. 

Mr. Fuuton: That is what I want to get at. I remember last year I made 
the same suggestion and received the same explanation you make now. There- - 
fore I ask you this year whether you visualize the levelling off of that hump 
in the North Atlantic? ! 

Mr. McGrecor: Only in one direction and only due to this special immigra- 
tion which as the minister has said is because of a shortage of shipping space and 
we do not regard that as permanent. : 

Mr. MacponnE.LL: What is its duration? 

Mr. McGrecor: At the present time I believe it has been authorized for all 
of this year. :; 

Mr. Fuutron: Mr. McGregor can you foresee any improvement for your 

operation in the Caribbean? You refer in your report to restrictions which have 
been placed in your way by the countries down there. I remember we had a 
discussion previously on some sort of trade treaty. I think it was referred to 
mainly in connection with Canadian National Steamships but what is the 
possibility of improvement in that regard for T.C.A.? 
Mr. McGrecor: The situation is tied up directly with all the monetary 
restrictions which exist between dollar and sterling areas. ‘There are severe 
restrictions-placed on any potential traveller from the Caribbean area into a 
dollar area. His travel is restricted to essential business or essential personal 
travel such as for medical care. There is no possibility of a resident of Trinidad 
buying a T.C.A. ticket for a point in Canada simply because he wants to come 
to Canada. ; 

I would be the last one to venture an opinion as to when those restrictions 
might be relaxed. 

Mr. Beniwicxson: Are they lenient in the matter of people from the West 
Indies coming up here to go to school? 

Mr. McGrecor: Fairly so. There is a lot of traffic of that type. 

The CHAIRMAN: I wonder if it would be helpful if we had a breakdown of 
traffic as between the North Atlantic and the southern route? 

Mr. Fuuron: I asked for that. 

The CuarrMan: No. 

Mr. Fuuron: I meant to include the whole thing in the two tables on 9 
and 10. 

Mr. Fraser: In this page 9 and the matter of increased competition on the 
North Atlantic route, you mention British Overseas Airways Corporation. Is 
T.C.A. trying to improve the comforts of the planes in order to meet that. 
competition? | 
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Mr. McGrecor: Yes. | : 

Mr. Fraser: I understand that BOAC have been doing everything possible — 
to get passengers and give them every possible comfort? vn 

Mr. McGrecor: Well, the major difference between the two operations at the — 
present time lies in the fact that BOAC are operating an aircraft known as the 
Stratocruiser which has two decks, the passenger lounge being in the lower deck, 
and also berths which our aircraft, I am glad to say, have not. It is questionable 
whether the so-called advantages of the Stratocruiser are as real as they appear 
in publicity. 

Mr. Fraser: Well BOAC planes are supposed to be a little quieter? 

Mr. McGrecor: Yes. 

Mr. Fraser: What are you doing to try and eliminate that noise? You have 
eliminated it to some extent? , 

Mr. McGrecor: T.C.A. technical people have been working for two and a 
half years on the development of what is known as the cross-over exhaust 
manifold, the function of which is to conduct the exhaust from the inboard sides 
of all four engines to the outboard sides. . 

A prototype aircraft has been flown with an installation of that kind and the 
reduction of the noise level has been very marked. T.C.A. has placed an order 
with Canadair for the production of four sets of that type of exhaust manifold 
and the associated changes in the cowling of the engines and the delivery of 
that is expected about mid-summer. 

There is no question about the effectiveness from a noise standpoint but it~ 
remains to be seen whether the problems in connection with cooling under all 
conditions have been satisfactorily met, and that will involve a period of test. 
We are reasonably certain the problem has been solved but it would be too early 
to say that it definitely is. | 

Mr. Fraser: You mentioned that you are glad there are no beds ‘on 
T.C.A. Why? 

Mr. McGrecor: Well, we have received reports from passengers—including 
one or two of our people—that vary widely in the acceptance of the arrangements. 
The making up of the berths requires the passengers who are about to occupy 
them and have been occupying the related seats to go somewhere else. Something 
like two and a half hours is involved in making up the berths and in some cases 
the bed is situated over the top of other seats and the passengers who have to 
remain in those seats are in very much of a kennel. 

Right Hon. Mr. Howse: If this committee will stand for the deficits of BOAC - 
we will run some sleeper planes. You can only put half as many passengers 
in a sleeper plane as in a sit-up plane. 

Mr. Fraser: The extra charge for those berths would not make up for that? 

Mr. McGrecor: Nothing like it. The charge is $25 and the weight of 
equipment is approximately 100 pounds per berth which is simply ‘lift? wasted. 

Mr. Fuuron: In that connection has Mr. Howe any figures—we have none 
at all—with respect to the statement last year that the BOAC deficit was 
being reduced? 

Right Hon. Mr. Hows: It has been reduced but it is still a very, very high 
figure. 

Mr. Fraser: Is BOAC subsidized by the British government? 

Right Hon. Mr. Hows: It is owned by the British government. 

Mr. Morr: I would like to ask Mr. McGregor if he has any thought at all 
of placing on T.C.A. planes loud speaker systems like they have on American 
planes. We have a wonderful lot of country and unless the passengers know 
Canada very well they may fly over beautiful. country without knowing where 
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they are. I have heard comments from people flying on American aeroplanes 
about how great it was to hear over the loud speaker just what they were 
passing over—mountains, lakes, andso on. It seems to pass the time away and it 
gives instructive ideas ‘as to what they are passing over. 

Mr. McGrecor: There are two very strong schools of thought on that. There 
is no great difficulty about installing that type of equipment in an aircraft but 
most people, even in the daytime, are much more anxious to sleep than to be 

disturbed by periodic announcements. 

Some Hon. Members: Hear, hear. 

Mr. Fuuron: Could you not do it with earphones? 

Mr. McGrecor: That would be difficult. 

Mr. Morr: I have never heard any objections against it from those 
travelling on American planes, but I have heard some speak in favour of it. 

kK Mr. Benipickson: I have heard some complaints. 

Mr. Murcu: You mentioned a moment ago that some equipment is being 
produced for you by Canadair. Was that designed by your own technical staff? 

Mr. McGrecor: Yes. 

Mr. Mutcu: About a year ago you told us you spent a good deal of time 
and money on it and the original manufacturers of the aeroplanes had done so 
too. This device which you are hopeful of is your own production? 

Mr. McGrecor: Yes, there are three different developments of that nature: 
one by Canadair; one by Rolls Royce; and one by ourselves. Canadair abandoned 
their work just about a year ago. | 

Mr. Futon: Do we have to pay the whole cost of the installation or have 
you been able to make any arrangements with the manuf acturers? 

Mr. McGrecor: I am inclined to think that we will have to bear the whole 

-eost because the period of time involved has exceeded the warranty agreement 
of the original purchase of the aircraft and it is not their development. 

Mr. Fuuron: They will not accept then, as far as you know, any suggestion 
that it was an original error and therefore they are partly responsible? ; 

Mr. McGrecor: No, I do not think it was an original error. It was 
understood that it was a condition to a degree inherent to the installation. 

Mr. Carrer: Will this new manifold development increase the power 

of the engine or any engine? t 

Mr. McGrecor: The over-all efficiency of the aircraft is expected to rise 
slightly due to the new cowling arrangements—bringing about aerodynamic 
improvement. | 

Mr. Carter: Does that improve starting in cold weather? 

Mr. McGrecor: It will have no effect on that—there is virtually no back 
pressure, or other changed engine conditions. 

Mr. Futon: Well although the warranty period may have expired is it not 
a fact that the defect—I will call it that—became obvious within the warranty 
period and it is simply a case that no one found out how to cure it within the 
warranty périod? Therefore, is it not still within negotiation that they should 
pay part of the cost of fixing it? 

Mr. McGrecor: It is a moot point but I would be disinclined to spend any 
legal money on it. If you remember the wording, which we discussed last year, 
it is rather loose. 

Mr. Futron: Their attitude is not agreeable. 

The CuarrmMan: I wonder if your recollection as to the nature of that 
guarantee is as accurate as mine. I have a recollection to the contrary, and 
_ perhaps the minister would help us out. 
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Right Hon. Mr. Howe: There was no aon was there, Mr. McGregor, 
as to the noise other than it would be competitive with other aeroplanes? : 

Mr. McGrecor: No, except that it should be competitive with other aircraft : 
—which it has been for three years. 

Mr. Macponneuu: To go back to Mr. Patton's point, I have only flown 
the North Atlantic once, but I was tremendously struck by the fact that when 
I got back to Montreal and into a small two engine plane the difference was 
unbelievable. 

Right Hon. Mr. Hown: That will be the case; the larger cylinder allows 
more noise to reflect, to a larger extent. A larger plane is always noisier than a 
smaller plane. 


Mr. Macponnetu: What about poinpeuibire planes? 


Right Hon. Mr. Hows: I do not think the noise in the present plane is any 
greater than the noise in comparable planes; for instance in the DC-6’s or a 
Constellation the noise is about the same. . 


Mr. Carter: Is not the disadvantage of noise offset toa great degree by the 
greater dependability of the plane? 


Mr. MoGrecor: We certainly think so. 


Right Hon. Mr. Hows: On the Korean airlift, our efficiency is very much 
higher than that of any other operation there. 


Mr. Fuuton: Certainly, from what is being said at the moment I think it 
would put the seal on any suggestion of getting money out of Canadair for this. 


The CHAIRMAN: I suggest you read that contract again, Mr. Fulton; my 
memory of it does not agree with yours at all. My recollection is that it was a 
competitive guarantee and that the company has met that. 


Mr. Fuuton: I am purposely trying to phrase my question so that we will 
not ‘bring in the discussions of last year, but I think that this firm, Canadair, 
which has had‘a good deal of government contract work in the past ‘and will in 
the future—I think it should be suggested to that firm that they have some 
responsibility because Mr. McGregor has told us they were working on this noise 
factor and were not able to find a solution, and now that a solution has been 
found, and although the warranty period has expired, I should think, or hope, 
that strong representation will be made that they have some responsibility in 
the matter and should share in the cost. In other words, you are going to have 
to pay the whole cost yourself, 

Mr. McGrecor: That is correct. 


Mr. Macponnetu: I notice Mr. McGregor said it was a moot point and 
while I share his hesitation in spending legal money, nevertheless if it is moot 
enough it might be worth further investigation. However, I think we can follow 
the chairman’s suggestion and read the contract. Might I ask one more question 
on page 9? In the Trans-Canada Air Lines (Atlantic) Limited, Detail, you say 
that a charter operator was licensed to operate between Montreal and continental 
Kurope. Might I ask for particulars? 


Mr. McGregor: The operator referred to is Curtiss-Reid, and that para- 
graph perhaps is not too accurate in that it implies that the licence was eranted 
last year. Actually the licence was granted to Curtiss-Reid of Canada to carry 
on charter operations both overseas and domestic as far back, I think, as 1946. 

Mr. Macponneuu: By the Department of Transport? 

Mr. McGrecor: The Air Transport Board. 


Mr. Macponneiu: So this charter operator has been in possession of a 
charter for how long? 
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Mr. McGrucor: The licence was granted in 1946 or 1947, I believe it was 
1946, but it was never exercised overseas until last year. 
Mr. Macponne.u: Just the operations referred to here, between Montreal 
and continental Europe? 
Mr. McGrecor: Yes. 
Mr. MacponNne.u: What type of plane does this company use? 
Mr. McGrecor: It used a DC-4. 
Right Hon. Mr. Howe: They are using it no more, they piled it up on a 
mountain over in Switzerland. 
| The CHairMAN: Page 10. 
Mr. Fraser: On page 10,.mail ton miles. Does this mean the mail ton- 
nage was cut considerably there? , 
Mr. McGrecor: On the overseas operation, yes, but the reduction is small. 
Mr. Fraser: Why would that be? ! 
Mr. McGrecor: Just that the amount of mail the post offices gave us was 
less. Actually it is only about a 10,000 ton miles decrease. 
Mr. Fraser: Yes, but we would have thought that the mail ton mileage 
would have gone up. | 
Right Hon. Mr. Howe: It has gone down correspondingly as we withdrew 
our troops from Europe. It was high when we had troops overseas, All the 
westbound mail from England is put on B.O.A.C., and we only carry the east- 
bound mail. It is not very good business, as a matter of fact. 
Mr. McGrecor: There are several operators, of course, on the North 
Atlantic, and the activity of the post offices other than Canadian with respect to 
how much mail they give to each carrier is a matter of internal arrangement. In 
1950, we got next to nothing of westbound mail from the British post office. 
Mr. Fraser: They put it all on their own planes? 
‘Mr. McGrecor: Yes, and I am glad to say the reverse is true. 
The CHAIRMAN: Page 11. 
Mr. Futon: On page 11, the second paragraph: 
On the other hand, there were moderate seasonal increases in 
Caribbean and Bermuda operations 


Is that increase in the number of flights? 
Mr. McGregor: Yes, increases in frequencies. 


Mr. Fuutton: Was niet accompanied by an increase in traffic to the same 
extent? 


Mr. McGrecor: They were brought about by the increase of trate 
particularly to Bermuda. 


Mr. Fraspr: Under the paragraph, passenger traffic: 

; Passengers on the southern services numbered 14,952, an increase 

of 3,409. 

1949 was not a full year, was it? 

Mr. McGrecor: Yes. | 

Mr. Fraser: Was it a full year? 

Mr. McGrecor: Yes, it was a full year for all the points involved, except 
the Tampa service which began, as referred to in the report, on April 2. 
| Mr. Fraser: Last year? 

Mr. McGrecor: Yes. 

Mr. Fraser: Well, this would account for the increase, would it not? 
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Mr. McGrecor: No, beginning on April 2—nearly all of the heavy traffic 
period is past. | 

Mr. Fuutron: Last year you incorporated in your annual report a graph 
showing the fluctuation between the months and the traffic carried. You do not. 
have any similar graph in this year’s report, have you? . 

Mr. McGrecor: No, it could easily have been produced but as a matter 
of fact we observed economy in this report, and that type of somewhat redundant 
information is put in depending on whether the report has a spare page or not. 

Mr. Fuuron: We also asked for extensive information last year—and I am 
sure you went to a great deal of trouble getting it—on the flow of traffic, and 
I am not making any criticism of it, but I would like to ask you whether 
for purposes of comparison you have such a graph available at your head office 
and could you bring it in in a form which could be incorporated into the 
records? 

Mr. McGrecor: I think that this could be done in the form of figures, 
we have them by months. Would you like it in the form of numbers of passen- 
gers or revenue? 

Mr. Fuuron: What was the basis of your graph last year? 

Mr. McGrecor: Numbers of passengers. . 

Mr. Futron: Could we have it on the same basis this year? 

Mr. McGrecor: Yes, we could. 

Mr. Fuuron: Have you it broken down between the three component 
services, domestic, north Atlantic and Caribbean? | 

Mr. McGregor: Yes, by months for 1950. 

The CHAIRMAN: Page 14. 

Mr. Futron: I think you said you carried approximately 2,000 immigrants 
in the first three months of the year. 

Mr. McGregor: Yes. 

Mr. Macponnetut: On page 14, you say the agreement is valid until 
March 31? ; 

Mr. McGrecor: It was later extended, Mr. Macdonnell. 

Mr. MacponneLL: That goes back to what Mr. Howe said, for the 
balance of the year. 

Mr. McGrecor: Yes. 

The CHAIRMAN: Page 15. 

Mr. Fuuron: Mr. McGregor, with respect to your self-insurance fund and 
the overhaul reserve, could you refresh my memory by saying whether these 
are charged to operating expenses each year? 

Mr. McGrecor: Yes. 

Mr. Macponnetu: Do you maintain outside insurance, too? 

Mr. McGrecor: Yes, we maintain what we call catastrophic insurance 
which holds outside underwriters responsible for losses between $750,000 and $5 
million with respect to any one accident. 

Mr. MacponneEtu: In other words, this fund that you have here is to 
insure you up to $750,000? | 
Mr. McGrecor: Yes. 

Mr. Macponneuu: And you add to it at the rate of about $400,000 or 
$500,000 a year? 

Mr. McGrecor: The rate has decreased with the suspension of accruals 
with respect to the North American operations. The rate of increase is about 
$35,000 a month with respect to the overseas operations and if the present board 
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-policy holds, that will continue until the Atlantic company reaches a ceiling 


of $3 million. . 

Mr. Macponnetu: In the event of a catastrophe loss you would bear up 
to $750,000 and you have no liability after that? 

Mr. McGrecor: That is correct. 
Mr. Benmicxson: For one accident? 
Mr. Macponnetu: And the responsibility is unlimited as to the number of 
accidents? | 
Mr. McGrecor: Yes. 
Mr. Futron: Continuing with this actual charge to operating expenses 
you have said depreciation fund in excess of capital requirement 1s increased 
by $5 million. Is that an increase in this one year? ! 

Mr. McGrecor: Yes, capital has become temporarily surplus to that extent. 

Mr. Futon: And from what source is that increase coming? 

Mr. McGrecor: Depreciation and other accruals. 

Mr. Fuuron: You charge to operating expenses $5 inillion for depreciation 
accruals? | 

Mr. McGrecor: No, depreciation total is shown on the operating sheet. 


‘ The amount of capital becomes surplus to our requirements during the operating 


year 1950, was approximately $5 million. 

Mr. Fuuron: Might I ask you to explain? That is more than usual is it 
not? Could I ask you to explain how it came about? 

Mr. McGrecor: The major influence at work on that 1s the reduction in the 
company’s capital expenditures, during the period of payment for new equipment 
such as the North Stars and the purchase of a large amount of additional capital 


equipment in the way of tools, spare parts and ramp handling expenditure 


usually is very much higher than at the going rate in 1950 when it was about 
$1 million. In other words, depreciation funds rather than being reinvested in 


additional capital expenditures are now accruing in the form of actual money 


available for re-equipment purchases. 
Mr. Fuuton: You do not put into your depreciation fund this year anything 


more than usual? 


Mr. McGrecor: Slightly less. 

Mr. Fuuron: But you feel you had less demands so you used it for 
investment? 

Mr. McGrecor: That is correct. | Tidak 

Mr. Fuuron: You say that investment amounted to $4,500,000 in C.N.R. 
22 per cent bonds. I find it a little peculiar that you, a wholly owned subsidiary 
of the Canadian National Railways, turn around and buv bonds of your parent 
company? Is that not playing a peculiar relationship there? 

Mr. McGrecor: The bonds have nothing to do with the C.N.R. as such, 
except they are the issuers of the bonds. We buy the bonds in the open market, , 
as an investment, which is helpful to us. We can only invest Trans-Canada Air 
Lines funds in government owned or government guaranteed bonds or provincial 
government bonds. 

Mr. Fuuron: That is as a result of a restriction in your charter? 

‘Mr. McGrecor: That is right. 

Mr. Fuuron: Otherwise I think you could have got a currently higher 
rate of interest than 2% per cent. 

Mr. McGrecor: That is right, but such securities are not eligible. 

Mr. Fraser: What provincial bonds are you holding? 
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Mr. McGrecor: Ontario Hydro and Quebec Hydro bonds. 

Mr. Giuiis: On the question of personnel, I notice you have a reduction 
of over 200 in your personnel. Were there any transfers in service personnel 
from Trans-Canada Air Lines as such to the Department of Transport? 

Mr. McGrecor: Just recently. There is one such transfer in being in 
connection with some operations of radio equipment air-to-ground radio services. 
That is small, I think it is in the order of thirty or forty, but it is not reflected 
in this report. | 

Mr. Giuuis: What is your intention there in connection with personnel? 


I am much interested in this because I think the Trans-Canada Air Lines should - 


build up the ‘services and then they would have a service that is second to 
none in the country. : 

I object in any way to transferring your meteorological services or your radio 
services or anything of that nature to any other department of government. I do 
not think you will get the service and the same management as you do if they are 
kept under the Trans-Canada Air Lines. 

Mr. McGrecor: It really was a government function that was being per- 
formed by Trans-Canada Air Lines, at the request of the department concerned. 
We were being paid for it and it was rather an untidy arrangement because some 
of the stations were being operated by the Department of Transport and some 


by the Trans-Canada Air Lines, and the decision was made that it was a function 


of government that should be made homogeneous by transferring the four stations 
we were operating to government operation. 

Mr. Gituis: Would it not have been logical to have those government 
operated stations transferred to Trans-Canada Air Lines? ; 

Right Hon. Mr. Hows: We had the argument and we lost the argument. 

Mr. Giuuis: Does it mean a reduction in the rates of pay for the personnel 
being transferred? 

Mr. McGrecor: I cannot answer that accurately. I think there were 
changes in the condition of employment such as amount of pension that might 
not have been as acceptable to the individual as it was before, but as Mr. Howe 
says, the argument was waged, with Mr. Howe very strongly supporting our 
side of it and the decision to make the transfer, 

Mr. Giuuts: It had only to do with radio operation? 

Mr. McGrecor: That is right. 

Mr. Giuuis: By and by they will come along and take over your meteoro- 
logical service. In years to come unless a firm stand is taken by the committee 
and management of the airways all that ultimately will be ‘siphoned _ off 
altogether. 

Right Hon. Mr. Hows: There were some international problems involved in 
the question. ICAO which is supposed to govern all trans-Atlantic flying set 
up new conditions and rulings involving a new system of paying for services 
which was open to the government but not to the Trans-Canada Air Lines. We 
‘had to take all those things into account. We would have preferred to have it 
operated by Trans-Canada Air Lines because those who depend on the services 
should operate the service as we do in Canada, but inasmuch as there were 
several air lines involved we had to fall in line. 

Mr. McGrecor: -Other air lines were involved. The basic policy is that a 
country usually provides those facilities where the air lines of several nation- 
alities are involved. Incidentally to clear the point, the government does operate 
the “met” service. 

The CuarrMAN: Personnel, shall it carry? 

Carried. : 
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Mr. Giuuis: Well, I still do not agree with it. 
Mr. Macponnetu: I have a point on page 15 with regard to the new 
Montreal ticket office. For space in the new building does the Trans-Canada 


Air Lines pay the same rent as they did before? 


Mr. McGrecor: The building is owned by the Canadian National Railways. 
We pay varying rentals per square foot depending on the location. In the case 
of the ground floor we pay $7 per foot, and in the case of office space on the 
upper floors we pay $3.50 per foot. We only pay that rental for the actually 
enclosed space; in so far as Trans-Canada Air Lines is concerned, that of its 
counters and behind its counters. We do not pay rental on the public waiting — 
rooms. } 

Mr. MacponNne.tu: Could you give us information so that we may know the 
cost of your space now compared with what it was when you were located on 
Peel street? 3 | 

Mr. McGrecor: Yes, we could, but the comparison would not be a true 
comparison because the public area is very much greater where we are now than 
where we were before. 


Mr. Macponne.u: I realize that. Perhaps you might explain at the same 
time what your setup now is in terms of area, compared to what it was before. 


_ Perhaps, incidentally the Canadian National people would have been the right 


ones to ask as to how much money they spent on the buildings in order to become 
the landlord of the various international air transportation groups now located 
in their building. I have noticed various other companies installed on the 
ground floor. Is the whole building taken up with various international airways 
agencies? | 

Mr. McGrecor: Virtually so. The top five floors of the building are housing 


~ ICAO, and another fractional floor houses FATA. We have nearly three floors 


apart from the ground floor area. 

Mr. Macvonnetu: I do not know whether it will be right to ask this at 
this time—I suppose I should have asked it while the C.N.R. officials were here— 
but I would certainly like to know the cost of the building and what is being paid 
by the various people, to see what it costs the Canadian taxpayer. 

Right Hon. Mr. Howe: I think it is fully covered. It should be with the 
rentals they charge. | 

The CuatrMAN: It is 1.00 o’clock, gentlemen. Shall we adjourn until 
4.00 o’clock? 

Carried. 


AFTERNOON 


The CHarrmMan: Gentlemen, we have a quorum. 

Page 15, property and equipment. 

Are there any further questions? 

Page 16? 

Mr. Fraser: Mr. Chairman, Air Transport Prospect—on extending the 
service to Paris did you have to make any concessions? 

Mr. McGrecor: No, the bi-lateral agreement had been negotiated a year 
ago—you mean reciprocal concessions? 

Mr. Fraser: Yes. 


Mr. McGrecor: The bi-lateral agreement had been negotiated a year ago 
to permit Air France to operate between Paris and Montreal and they placed 
that service in being last autumn. The reciprocation was our extension to Paris. 
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Mr. Fraser: Under Flight Equipment you mention about current develop-. 
ment in the field of aircraft propulsion. You are evidently referring to jet 
propulsion there, are you? 

‘Mr. McGrecor: Jet or turbo-prop; that is full jet or turbo-propeller power. 
We are convinced that both are sources of aircraft power. of the future with a 
ereat deal of promise in them but development is going slowly, and while both 
types of power are in being and in use in military aircraft it is only comparatively 
recently that commercial aircraft types, particularly in England, have been con- 
structed to make use of both those types of power. | 

We feel there is insufficient operating performance and cost data to make 
what must be a very well considered decision. We hope that we will be able 
to take such steps as will leave our present equipment in service until the end 
of its depreciation life at least, and until the type of detailed .experience is 
available to make decisions as to what the type of power, of the new aircraft 
shall be. | 

Mr. Fraser: Do you or do you not think the people of the world are ready 
for travel by jet? They would be a little leery about it, do you not think? 

Mr. McGrecor: I do not think so unless jet powered aircraft earned for 
themselves a bad reputation in their early use. The public generally quickly 
accepts what is available in the way of increased speed and comfort and I must 
say that the comfort factor in an aircraft in which | have flown, powered with 
turbo-prop engines, is really a great deal superior to that in piston engined 
aircraft. 7 . 

Mr. Fraser: You do not get the vibration? 

Mr. McGrecor: No, you do not get the vibration and you do not get the 
noise in the turbo-prop powered aircraft. People are a little bit awed when they 
read a large number of miles per hour but that does not affect their comfort 
to any degree that we have been able to detect in those aircraft. 

Mr. Fraser: On account of them being pressurized. 

Mr. McGrecor: Yes, pressurized and the cabin altitude is the same as it 
would be— 3 

Mr. Fraser: At all speeds— 

Mr. McGrecor: Yes. Turbulent air is perhaps a little more noticeable at * 
very high speeds than at present day speeds, but only slightly. 7 

Mr. Beniwrckson: What is the frequency of the direct flight from Montreal 
to Paris. } 

Mr. McGrecor: One a week at the moment. We expect to go to two a 
week in the summer. 

Mr. Knicutr: Do you anticipate much more passenger traffic on -account 
of the British festivals this summer? 

Mr. McGrecor: It is difficult to say. There is an apparent fear on the 
part of a lot of people that hotel accommodation will be crowded in England. 
Mr. Knicut: There won’t be such a crowd if they do not go. 

The Crarmman: Mr. McCulloch moves that the report of Trans-Canada 
Air Lines carry? | 

Carried. 

Consolidated balance sheet, at page 18. 

Mr. McCutiocu: This has all been pretty well explained as we went along. 

The Cuarrman: It has, but I thought perhaps members might like to have 
a look at it for a moment before clearing it. 

Mr. Fraser: What are “traffic balances receivable from other carriers’’? 
Would you like to explain that? 
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Mr. McGrecor: Yes. That type of balance develops from what we call 
interline connections. If an air line carries a passenger part of the way and then 
turns that passenger over at a connecting point to another air line, the originating 
air line collects the whole of the amount of the ticket from the passenger and then 
transfers in turn the proportionate amount to the carrier completing the trans- 
portation. If BOAC had a passenger from London to Montreal, whose final des- 
tination was Vancouver, they would collect the whole fare from London to 
Vancouver but. they would give us the value of the transportation represented 
by the travel from Montreal to Vancouver. Those balances are always in being 
and continuing transfers, give the air lines involved the proper amount of money. 
In some cases there might be three or four air lines involved. 

Mr. Fraser: Material and supplies, $1,706,119.23—you have to pay sales 
tax on all materials or do you? 

Mr. McGrecor: Not quite all. We do not pay sales tax on materials that 
are designated for use on the international operations, otherwise we do. 

The Cuairman: Are there any further questions? 

Mr. Fraser: What was the last sentence, I did not get that. 

Mr. McGrecor: I said we pay sales tax on all materials and supplies except 
those that are designated for use in connection with our international service. 

Mr. Fraser: Well what do you contemplate the additional sales tax would 
be then for 1951, on account of the jump from 8 per cent to 10 per cent. 

Mr. McGrecor: It will depend on our purchases of that type of material. 
The way it is calculated is on the basis of the allotment of aircraft to the types 


of service. We have 20 North Stars, 11 of which are used domestically and 9 of 


which are used on the international operations. When we buy material or sup- 
plies for North Star aircraft we are given a drawback of sales tax of 9/20 of 
our total purchases. That is because it is impossible to say whether a specific 
valve is going to be used on an aircraft on the Atlantic or on the domestic 
operation. 

Mr. Fuuron: While you are discussing these items would you be lenient 
for a moment owing to the fact that through my own fault I was not here at 
four o’clock, and I would like to ask about flight equipment. You made a 
general comment on page 16, Mr. McGregor, which I am sure that no one will 
take exception to. On the other hand I imagine you are getting closer to the 
point where you are going to have to make the decision. As a matter of fact 
on page 431 of the proceedings last year you told us that you were 12 months 
closer to the time when you will have to replace the DC-3 aircraft and I see you 
have retired them fully as far as depreciation is concerned. 

Mr. McGrecor: Right. 

Mr. Fuuron: What is the position on replacement? 

Mr. McGrecor: Just as stated—that at the moment we are in the position 
of being anxious to choose a replacement aircraft for both types of fleet aircraft 
we operate, something that is not going to obsolescent in a few years time. We 
are very hopeful that we will be able to operate the existing fleet, perhaps aug- 
mented by small interim purchases, until it is possible for us to make what 
we consider an intelligent decision on the power. We are inclined to think if we 
buy heavily of piston engines—which is the only thing possible on the basis of 
the present information on jet and turbo prop, that it will take two years for 
delivery.. The price will be so great that one could not fully depreciate the 
aircraft more rapidly than in eight years, which means that ten years hence one 
would be flying piston engined aircraft. That is what we would like to avoid. 

Mr. Funtron: You would like to make the present equipment with minor 
replacements spin out until you can make the conversion ta jet if it is decided on? 
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Mr. Mage een Yes. 


Mr. Fuuron: I see. BOAC and A P: fee oe have ordered some derlavaltait 
jets for trans-Pacific flights? 


Mr. McGrecor: Yes. 


Mr. Fuutron: Do you know how long it is before they expect to get delivery 
and how long it will be before figures are available on jets. as a means OL 
transport? 


Mr. McGrecor: They are slowly coming into being. BOAC are considerably 
ahead of C.P.A. in that respect in that they have now taken delivery of a third 
deHavilland Comet. They are operating them on an experimental cargo basis 
over various parts of their route, not on a revenue basis. I think it is probably 
true to say that British European Air Lines will ‘be operating the turbo prop 
Viscount within two years’ time. I read the other day that Air France had also 
ordered some of those aircraft. That is the type of shot in the dark that I 
would hope T.C.A. would be able to avoid—that is ordering an aircraft virtually 
off the drawing board. 

Mr. Fuuron: You really then cannot give me any sort of a direct date—it 
is all sort of completely up in the air? 

Mr. McGrecor: Quite. It depends on how rapidly information comes to 
light. I would say by the end of this year there will be quite a bit of valuable 
data available on the operation of the Comet. I would be less sure that would 
be the case with respect to the Viscount. 

Mr. Futon: Will there be sufficient data available at the end of this year 
to establish whether or not jets are a success as a commercial aircraft? 

Mr. McGrecor: I think it very likely but I would not be sure. 

Mr. Fuvron: There is another type you mentioned—the turbo-prop. Is 
there much development with that gomg on? Or is that something in between a 
piston engine and a jet? 

Mr. McGrecor: Well some people think so, although it may et really be 
between. It is as I think I said last year the equivalent of the turbine driven 
steamship as compared to the old reciprocating steamship engine. The impeller 
of the turbine drives a propeller of the conventional type. 

Mr. Fuuron: I was not asking you to try to educate me on the mechanics 
of it because it would be hopeless. I was wondering whether you would say the 
indications are that the turbo-prop or the jet prop are alternates or does one look 
likely to take the field of the established piston engine altogether—or does it look 
like a 50-50 proposition?: 

Mr. McGrecor: It looks as though the two functions are: fittersht “that the 
jet will have the field in the long range non-stop operation where it goes to 
extreme altitude and remains there: and it looks as though the turbo-prop air- 
craft might well be the ultimate answer as far as we can see at the moment for 
the short range 200 to 400 mile services. 

Mr, Fuutron: What are the chief types of those being produced at the 
- moment? 


Mr. McGrecor: In engines? 

Mr. Fuuron: In aircraft using that type of engine. 

Mr. MoGrecor: Commercial? 

Mr. FuLtTon: Yes. 

Mr. McGrecor: The only existing commercial type with turbo-prop engines, 


that is as far as I know of, is the Viscount. There are two or three others under 
development both in the United States and the United Kingdom. The only two 
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examples of the jet aircraft in operation are the deHavilland Comet and the 


A. V. Roe (Canada) Company’s jet-liner. 
Mr. Fuuton: Who produces the Viscount? 
Mr. McGrecor: Vickers. 
Mr. Benwwicxson: I was just going to ask whether or not defence urgency 


had, to the knowledge of Mr. McGregor, interfered or caused a cancellation in 


some of the civilian requirements, or planning, in various ways. 


Mr. McGrecor: No, I do not think that has been the case but it has slowed 
up the development work on commercial type engines, I think. 

The CuarrMan: Moved by Mr. McCulloch that the consolidated balance 
sheet carry. 

Carried. 


Mr. Fuuron: With one reservation, Mr. Chairman; Mr. Macdonnell was 
concerned about the Montreal terminal. 


The CHAIRMAN: I understand that Mr. McGregor has those answers and 


I thought it would be making for a better continuity of record if we would 


conclude, and table the answers at the end of our work. 


Mr. Fuiton: I was just going to suggest that something be held for Mr. 
Macdonnell to discuss this item. He is in the House at the present moment; he 
thinks he should hear Mr. Sinclair’s speech on the budget. 


The CHarrMAn: Those questions will be tabled and full allowance given to 


~ allow Mr. Macdonnell to discuss any matter. 


Mr. Turville, will you read the auditor’s report? 


Mr. Fuutron: Are you not going to cover the income accounts? It has 
been the practice in the past years to do so. 


The CuarrMan: If you would like to go into those in detail, all right. 
Income accounts, page 20. | 
Mr. Fraser: Ground maintenance has been cut considerably during the past 


year? 


Mr. McGrecor: Yes. 

The Cuairman: You come to that on the next page, Mr. Fraser. 

Mr. FrAsEr: That is on page 20, the one you are at now, is it not? 

The CHAIRMAN: Ground and indirect nee on page 22. 

Mr. Fraser: Page 20. . 

Mr. McGrecor: It is one of the items in the second group under “operating 
expenses’, yes, that is so, Mr. Fraser. 

Right Hon. Mr. Howrn: The detail of that item is on page 22. 

Mr. Fraser: Why has charter and other income on Atlantic services fallen 
so much as between this year and last year? 

Mr. McGrecor: That was due to the discontinuance of the immigrant 


- charter service in March of 1950. 


Mr. Fraser: Miscellaneous income, what is that for? 

Mr. McGrecor: Incidental revenue comes from a number of things such as 
services given to other air lines. An example is Air France’s trans-Atlantic 
operation, the maintenance, cleaning, and so on of their aircraft in Montreal is 
done by us and there are several examples of that type. 

Mr. Fraser: Advertising and publicity is up this year although your pas- 


senger receipts are down. 


——-_- 


Mr. McGrecor: Yes, but only the North Atlantic shows lower passenger 
receipts. 
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Mr. Fraser: Is that because of the increased cost of adivertising or have 
you done more? | 
: Mr. McGrecor: More advertising and increased costs, both. The estab- 

lishment of services such as New York always demands a flurry of expensive 
advertising to make the fact known in a large market like New York that we 
are in the field, and advertising in New York publications is extremely expensive. 

Mr. Fraser: On your southern service you advertise only in English? 

Mr. McGrecor: To the Caribbean? 

Mr. Fraser: Yes. 

Mr. McGrecor: Yes. They are English speaking colonies. 

Mr. Fraser: I know they are but I was just wondering if you advertise 
in French. | ’ 

Mr. McGrecor: We do in Canada. 

Mr. Fraser: I know you do in Canada but in some of the other sections 
they do speak French, there is quite a French population there. 

Mr. McGrecor: Yes, but not at the points we touch at. 

Mr. Futton: Could Mr. McGregor give us a word or two on maintenance 
expense and also on flight operations? I know on your Atlantic services flight 
operations, equipment maintenance and the ground and indirect maintenance 
particularly, those three items have all decreased quite substantially. I remem- 
ber last year I was making certain suggestions about cutting down the services 
on the Atlantic and particularly the Caribbean. The answer was that you 
had to have a certain minimum establishment to operate these aircraft anyway 
and you really could not get by with much less than you have now, and as you 
explained this morning, it is a question that you have some idle equipment and 
you put them on the Caribbean to produce some revenue instead of depreciating, 
and yet you have been able to show these fairly substantial reductions. How 
do the two statements reconcile? 

Mr. McGrecor: The two things are not related. When speaking of the fact 
that operations in the Caribbean are to a degree inefficient I was referring to the 
low frequency of service that. was provided to Barbados, Port of Spain, Trinidad, 
where we are operating one flight a week. We must maintain a minimum crew 
there to handle that flight when it does occur but in the meantime that crew 
has very little to do. The major amount of maintenance money is spent at 
maintenance bases such as Winnipeg, Montreal, Toronto and Vancouver and 
the strength of those maintenance establishments is maintained at a constant 
level which is related to the total operation of the air line. The chief economies 
that have been realized in maintenance are the very much improved mainten- 
ance costs resulting from longer intervals between required overhaul of Merlin 
engine carcasses and improved methods which are making it possible to do a 
ereater amount of maintenance work with a somewhat reduced staff. 

Mr. Fuuron: I am just giving you a rough indication of the chief items 
of the reduced expenses. What did you eliminate this year as compared with 
last. : 

Mr. McGrecor: The only reduction of services in 1950 over 1949 has been 
on the frequency on the North Atlantic which during 1949 hit a peak of two a 
day but seldom exceeded nine or ten a week in 1950. 

Mr. Macponatp: Is Trinidad going to remain the end of the line or are you 
surveying the possibility of extending into South America, say, to Brazil? 

Mr. McGrecor: We made a survey of that question two and a half years 
ago and it came up with a rather unsatisfactory answer, because of the compar- 
atively low volume of traffic and of the very long haul to the next point that 
was logical for traffic, which was Rio de Janeiro. Conditions have changed 
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a little bit ; in that regard, largely due to what we call the fifth freedom privileges 
at Tampa and for that reason we have just begun a second survey of the traffic 
potential and the cost of operating. 4 

Mr. Fuuton: May I ask whether you consider that you are about at rock 
bottom on the Atlantic services overall with respect to these controllable costs 
or whether you could by sort of tapering down slightly more reduce your costs 
and yet be utilizing the aircraft and avoiding that other situation which you said 
you wanted to avoid. 

Mr. McGrecor: I would say we were at pretty close to rock bottom in the 
matter of expense, but we have not got our heads against the ceiling in the 
matter of capacity yet. 

Mr. Futton: I am sorry I did not get the implication of that; you have 
not got your heads against the ceiling. 

Mr. McGrecor: No, I do not think we can rodites ae costs but I think 
we can earn more revenue. 


Mr. Fuutton: That will involve again an increase in cost? 

Mr. McGrecor: No, our aircraft are not bperating as fully loaded as we 
would like to see them at the present frequency. 

Mr. Fuutron: You think there is a chance of increased passenger traffic? 

Mr. McGrecor: I do. 

Mr. Fuuron: I have not got the breakdown yet, but as a general question - 
has there been am increase in passenger traffic in the Caribbean this year? 

Mr. McGrecor: Yes, some three thousand passengers more. 

Mr. Fuuron: That would be about ten per cent or more. 

Mr. McGrecor: About 30 per cent. 

Mr. Fuuton: And will mail and cargo also increase? 

Mr. McGrecor: Yes, I believe so. 

The CHAIRMAN: erates while we are on this item, Mr. McGregor, you 
would care.to answer the question that was asked? I believe it will save time. 

Mr. McGrecor: Yes, if I may table the data that were requested; the 
financial results of the North Atlantic and Bermuda and Caribbean services 
broken down for the years 1950 and 1949 (see Appendix A), and the passengers 
carried by months during the year 1950 broken down between the North American 
service, the North Atlantic services and the Bermuda and Caribbean services. 
(See Appendix B). That is a picturization of the traffic fluctuation. 

The question that was asked regarding the rental in Montreal— 

Mr. Furron: Mr. Macdonnell is interested in that; he is not here. 

Mr. McGrecor: You would like to have this satheld? 

The CuatrmMan: Would you Ee Mr. Macdonnell a copy, Mr. Fulton? 

Mr. Fuuton,: Yes: 

Mr. Mvutcu: Is that going into the record? 

The Cuarrman: Yes. Mr. McGregor is now putting on the record the 


material asked for by Mr. Macdonnell regarding the aviation building. Give 
Mr. Fulton a copy for his own use as well. 


(See Appendix C). 


Mr. McGrecor: The aunt report shows the operations and tr affic review, 
North Atlantic, Bermuda and Caribbean services. And there is a breakdown for 
- the two years which Mr. Fulton asked about. 
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The Cuarrman: Yes. There is also a statement giving information Soltee 
for by Mr. Fulton (Appendix D). 

Right Hon. Mr. Hows: Perhaps I could give the ‘aoeuition you asked 
for concerning BOAC. I have their report for 1949-50 here. There was a gross 
deficit in the year’s operations. | 

Mr. Fraser: The year 1950? 

Right Hon. Mr. Howr: For the year ending the 31st March, 1950. It was 
7,791,887 pounds sterling which figures out, at the average value of the pound 
throughout the year, at $27,427,442. 

Mr. Futron: That is for the whole system? 

Right Hon. Mr. Hower: Yes, for the whole system. 

Mr. McGrecor: That is for BOAC only. 

Right Hon. Mr. Howe: Yes, for BOAC only. 

I would like to read an interesting comment on the Canadian contribution to 
the system. It has to do with some North Stars which were delivered there. 


The delivery of the remainder of the Argonaut fleet of 22 aircraft some 
months before the guaranteed dates made possible their introduction into 
service on the Eastern routes earlier than had been planned; the Plymouth 
flying-boats were then withdrawn from service and all flying-boat bases 
east of Cairo were closed. The operation of Argonauts on the Far East 
routes turned a deficit of £80,000 a quarter in 1948-49 into a contribution 
to overheads of £140,000 for the last quarter of 1949-50, a striking demon- 
stration of the correctness of the policy of substituting modern pressurized 
landplanes for the existing types of flying-boats. 

The fact that the Argonauts were available so early was a great 
achievement on the part of the manufacturers of the eee: and 
engines. 

That was a boost for Canadair. 


The CHAIRMAN: Are there any further questions arising out of the answers 
to the questions which have been tabled? 

Mr. Futron: I am trying to find the relevant place, but do not wait for me. 

The CHAIRMAN: In order to give Mr. Fulton time, we could call Mr. Turville 
and clean up the auditor’s report. 

Mr. Fraser: On page 23, item No. 44, Office rentals. In regard to advertis- 
ing and publicity, I notice that a year ago it was $230 and now it is $1,287. Why 
the jump? Is that on account of new offices opened, or on account of going into 
the new building? 

Mr. McGrecor: No. There might be some effect from going into the new 
building but I do not think it would be appreciable. Prior to last year, all office 
rentals were recorded as head office expenditures: But in 1950 they were broken 
down and charged to the actual department using the space. It was only possible 
to do that when we went into the International Aviation Building. 

Right Hon. Mr. Howe: Concluding the discussion of the balance sheet, I 
can guarantee to this committee that the balance sheet for 1951 will be in black 
ink. 

Mr. McCuiuocH: Good! 

Mr. Fuuron: All services? 

Right Hon. Mr. Howe: Certainly on balance; and we hope to get the 
Atlantic service into black ink. 

Mr. Fuuton: Good! 
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Right Hon. Mr. Hows: You are welcome. Wind you, we are not guaran- 
teeing that the Atlantic service will be in black, but we are guaranteeing the 


— overall figure. 


The Cuairman: Mr. Turville, will you come forward, please? The auditor’s 
report of Trans-Canada Airlines is now pete the committee. Shall the report 
go on the record as read? 

Agreed. 


1st March, 1951. 
TRANS-CANADA AIR LINES 


THe Rigor HonovurasBLe THE Minister Or Trap—E AND COMMERCE, 
OTTAWA, CANADA. 


Si 


We have audited the accounts of the Trans-Canada Air Lines and We 
Subsidiary Company for the year ended 31st. December, 1950, under authority 
of the Trans-Canada Air Lines Act, 1937, as amended and we now report, 
through ae to Parliament. 


GENERAL SCOPE OF AUDIT 


In brief, our audit of the Air Lines’ accounts for 1950 included: 


(a) Examination of major expenditure authorities in conjunction with the 

~ recorded Resolutions of the Directors, which in turn were related to 
Corporate By-Laws, Orders-in- -Council and Acts of Parliament; 

(6) Audit tests in the vane of the Air Lines, limited to a cross- dsoetion, of 
the major expenditures so authorized; 


(c) Examination into the adequacy of the aera audit kone: in general as 
exercised by the accounting department of the Air Lines. In this con- 
nection we worked in collaboration with the executive accounting officers 
having as a common objective the securing of maximum internal pro- 
tection to the Air Lines in the control of Cash Receipts and Expen- 
ditures, Securities Held, Material Stores and Accounts Receivable of 
all types. The Air Lines are further protected by Fidelity Bond 
Insurance with outside Underwriters; 


Audit of the Income Accounts and the Consolidated Balance Sheet 
and certification thereof. 


INCOME ACCOUNTS 


(d 


— 


DEPRECIATION AND MAINTENANCE 


Provision for depreciation on Capital Assets was made during the year on 


the following bases: 


(a) Flight Equipment in services— 
North Star M2—7 year estimated life from date of being put into 
service. 
DC3—4 year estimated life from date of being put into service. 
(6) Ground Facilities—estimated life, the period depending upon the type 
° of asset. 


Twenty-two of the twenty-seven DC3 aircraft were fully depreciated during 
the year with a residual value of $5,000. each. 

We have received certificates from the responsible officer to the effect that 
all Flight Equipment and Ground Facilities have been maintained in a proper 
state of repair and in an efficient operating condition during the year, that 
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ely physical retirements as should have been made during the year, as a 
result of wear and tear and obsolescence have been made, and that notification 
of all such retirements has been given to the Accounting Department. 


INTEREST ON CAPITAL INVESTED 


Interest at the rate of 3% was paid to the Canadian National Railway 
Company on its investment in the Capital Stock of the Company. 


MISCELLANEOUS INCOME—NET 


The net Miscellaneous Income of the North American Services is composed 
principally of interest earned on temporary cash investments and cash dis- 
counts earned on purchases. In the case of the Atlantic Services, the expense 
arose mainly from the revaluation of foreign currencies. 


CONSOLIDATED BALANCE SHEET 


ASSETS 


Temporary Cash Investments consisting of Canadian National Railway 
22% Guaranteed Bonds and 3% bonds and debentures guaranteed by the 
Provinces of Ontario and Quebec, are based on cost. The year-end market 
value of these investments was 2.36% less than cost. 

Accounts Receivable and Payable of all classifications have been tested 
by us with the subsidiary and controlling records, cash and other transactions 
subsequent to the year end, departmental files and general supporting informa- 
tion but such Accounts have not been verified by direct communication with 
the individual Debtors and Creditors. 

A physical inventory of Material and Supplies was taken late in 1950. 
We have received a certificate from the responsible officers to the effect: 


(a) That the quantities were determined by actual count, weight or 
measurement or by a conservative estimate where such actual basis 
was impracticable, and 

(b) That the inventory pricing was based on latest invoice prices for new 
materials, and that proper allowance for condition has been made » 
in pricing usable second-hand, obsolete and scrap materials. 


Ledger values were brought into agreement with the physical inventory through 
a credit to Operating Expenses of $14,000. 

The Insurance Fund investments consist of securities of the Government 
of Canada, Canadian National Railway System (Guaranteed by the Govern- 
ment of Canada), Provinces of Ontario and Quebec and securities guaranteed 
by the Province of Ontario, together with cash and sundry current assets. 
The year-end market value of the securities was 2.69% less than cost. 

Capital Assets are carried on the basis of cost, less accrued depreciation. 


RESERVES 


The Insurance Reserve amounts to $4,079,000, of which $3,030,000 is 
applicable to the North American Services and $1, 049,000 to the Atlantic 
Services. The Reserve in respect of the North American Services has not 
been materially increased during the year, as it reached the maximum con- 
sidered necessary in 1949. The Reserve applicable to the Atlantic Services 
increased by $407,000. 

The Reserve for Overhaul has been increased to $861,000 to GAS for 
the cost of major overhauls of North Star M2 and DC3 aircraft which are 
necessarily undertaken periodically. The unexpended balance of the Research 
and Development Reserve has been transferred to this account. . 
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Where foreign currencies are involved, the Balance Sheet accounts of 
the Air Lines are converted generally as follows: 

(a) United States Currency—at the dollar par of exchange. 

(b) Sterling Currency—at the rate of $2.95 to the pound. 

Dollar amounts stated in this Report are to the nearest thousand. 


Yours faithfully, 
George A. Touche & Co. 


The Cuamman: Mr. Turville, has there been any change in this report, 
or in your audit or accounting practice? 

Mr. Turvitte (George A. Touche & Co.): No, there has been no change 
in the method of conducting the audit or in the manner in which the report has 
been prepared. 


The Cuairman: And the report contains no new recommendations? 

Mr. Turvitue: No. 

Mr. McCuttocu: I move the adoption of the auditor’s report. 

Mr. Fuuton: There was one comment which I think should be made. It 


- is an objection rising out of a comment made this morning about the investments 


of the depreciation reserve and the insurance fund in various government bonds. 
I see on page 2 that the auditors point out as follows: 


ASSETS 

Temporary cash investments consisting of Canadian National Rail- 
way 22 per cent Guaranteed Bonds and 3 per cent bonds and debentures 
euaranteed by the Provinces of Ontario and Quebec, are based on cost. 


The year-end market value of these investments was 2-36 per cent less 
than cost. | 
And down in the last paragraph under “Assets”, you say: 

The Insurance Fund investments consist of securities of the Govern- 

ment of Canada, Canadian National Railway System (Guaranteed by 

the Government of Canada), Provinces of Ontario and Quebec and 

securities guaranteed by the Province of Ontario, together with cash and 

sundry assets. The year-end market value of the securities was 2°69 

per cent less than cost. When did that depreciation occur? 


Mr. Turvitte: That depreciation occurred during the year 1950 through 
a change in market conditions in connection with the bond issues. It is not 
an actual loss. f 

Mr. Fuuron: At the present value? 

Mr. Turvitte: At the present value. That statement is made for the 
benefit of the committee-and it points out that, at the date of the balance sheet, 
and at the date of the value, the percentage is less than cost. 

The Cuatrman: Mr. McCulloch moves that the auditors’ report to parliament 
of TCA be carried? 

Carried. 


Now, Mr. Fulton, if you have that other question ready we shall be through 
with our work. 

Mr. Fuuton: I do not know that there is really any question arising out 
of it. I want to have an opportunity to look at it to see whether there is. Mr. 
McGregor, perhaps I might ask you this, safely. In looking at your passengers 
carried by months, I see that you reached your peak in the year 1950 in August. 

Mr. McGrecor: Yes. 
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Mr. Futon: It is about that time each year when you reach your peak? 

_ Mr. McGrecor: The peak of service in the system falls in August. But 

if you will look at the North American services in this case, it did the same 

thing for the number of passengers, but the revenue peaks fall in June and 
September. 

Mr. Futon: Why is that? 

Mr. McGrecor: There is a greater increase in the number of the shorter 
haul passengers, in August. 

Mr. Fuuron: You think it is not so profitable? 

Mr. McGrecor: We are talking now about gross revenue. It produces less 
gross revenue when we fly a man three hundred miles than when we fly him 
eighteen hundred miles. . 

Mr. Funtron: You show the revenue peak as twice as high in June and 
September, whereas these peaks are in June and August. I was comparing 
them with the revenue table, and that is what you were pointing out. 

Mr. McGrecor: Yes. : 

Mr. Funton: In discussing this matter in the committee in previous years, 
and in looking at the figures, the peak for passengers’ on the domestic service 
has usually been reached just after the half-way point throughout the year. 

Mr. McGregor: That is correct. 

Mr. Furton: There is no variation in that this year as compared with 
previous years? : ‘ 

Mr. McGrecor: No. But if you notice the fall-off during the autumn months 
in 1950, it has been much less marked than in previous years. 

Mr. Fuuron: That certainly seems to be true. At least it has not gone 
down as far and so suddenly. j 

Mr. McGrecor: No. | 

Mr. Futron: Would you attribute that particular feature of it at all to the 
rail strike? 

Mr. McGrecor: It unquestionably played a part and we say so in the 
report. We made a lot of new friends through carrying first flighters during the 
rail strike. But that same trend has been apparent in the United States to an 
almost equal degree, so I do not think there is a very marked over-all affect due 
to the railway strike. 

Mr. Futton: But your peak would be considerable, would it not? If you 
recorded it in a graph, the same general trend would be evident, only both peaks 
and valleys would be higher? 

Mr. McGrecor: Yes. The valley is not as deep a valley in relation to the 
peak in the autumn of 1950 as it has been in previous years. 

Mr. Futtron: One other thing. I see that you went from 40,000 on domestic, 
from a low of 40,000 at the beginning of the year to a peak of 89,000 or prac- 
tically 90,000. The difference is very close to 50,000. Now you have gone back 
to 60,000 in the winter months. Are you going to be able to continue indefinitely 
the Atlantic and the Caribbean services? 

Mr. McGrecor: Not indefinitely without some supplementary addition to 
the fleet. But we are certainly going to be able to cope with the situation in 
1951 by increasing the frequency, and by working the fleet at a higher utilization. 

Mr. Fuuton: Are you reaching the question point where you may have to 
_ pull one or two aircraft from your Atlantic service to the domestic? 

Mr. McGrecor: No. In fact the pattern in 1951 is clearly established. 
There can be no doubt that we shall meet the demands this summer with the 
exception of the occasional specific flight. It is questionable but if the present 
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traffic pattern continues at the present rate of growth, we can not contemplate 
going through the summer of 1952 without supplementary help in the matter of 
aircraft. , 


The Cuamrman: Are there any further questions? If not, then on behalf of 


the committee I would like to thank Mr. McGregor. 


Mr. Fuuron: Mr. Macdonnell is now here with respect to this Montreal | 
matter. 

Mr. Murcu: Mr. Macdonnell was here but he just went out. He was in 
here this afternoon. | 


Mr. Benipickson: Here he is now. 

The CHAIRMAN: We are through with our other work. 

Mr. MacponnEuu: I am sorry. The liberal speakers are so good that you 
cannot tear yourself away from them. : 

The CHAIRMAN: You have in your hands the answer. to your question. 
(Appendix “C”). And if there are any further supplementary questions arising 
out of it, you might care to ask them now. 

Mr. Brnipicxson: I believe I have one with respect to the rental of the 
building as a whole. It came up when the Canadian National Railway officials 
were here, and you yourself, Mr. Macdonnell, were making a contribution to the 
budget debate at that time. There was some discussion and, as I understood it, 
there were some vacant spots yet to be rented in that building. But when that 
was done it would provide a respectable return for the investment in the building. 

Mr. Futton: Mr. Chairman, may I raise a point. Last year we had some 
discussion on the budget, and following the discussion we had a motion that the 
budget of the T.C.A. be referred to this committee. Is it not going to be referred 
to us this year? 


The Cuatrman: Mr.. Drew had special reasons last year for wanting it 
referred to the committee, and the committee after hearing his reasons asked 
parliament that the budget be referred to the committee. You will recall that 
we tabled a special report asking parliament to refer the T.C.A. budget to this 
committee. 

Mr. Futon: Oh yes, I recall now; we made a special request for it. 

~The Cuatrman: Yes. No such a request has been made in the committee so 
far this year, but we have dealt with all the work that parliament referred to 
us by order of reference of April 10 and April 11. 

Mr. Fuuron: I raise that point as a matter for the committee to take 
into consideration. We don’t want to keep the officials here while we are 
discussing the subject. 

The CuarrMAn: No. But should the committee decide that the budget 


‘items are to be referred to it we could have the committee request parliament 


to refer the budget items to us. It is unfortunate that such a request was not 
made sooner. Because it does take time to put it through. 


Mr. Fuutton: Mr. Chairman, I have no special thing about which I wanted 
to ask questions with respect to the budget this year. The point I had in mind 
was that the committee might consider that it should report to parliament that 
the T.C.A. budget should be referred to this committee. 

The CHAIRMAN: You mean, in future years? 

Mr. Futron: Yes, Mr. Chairman. 

The CHAIRMAN: That is quite in order. I see Mr. Macdonnell is here now. 


Mr. MacponneEtu: I just wanted to make one general comment if I may. 
It is with regard to the board of directors, and may I assure you at once that it is 
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in no sense criticising any member of the board at all. I just wanted to raise 

this question, however, that the board of directors comes entirely if I understand | 

it correctly, either from the board of directors of the Canadian National Railway 

or from the officials of the Canadiaf National Railway, or from the civil service. 

Would that be correct? | 
Mr. McGrecor: No. 


Right Hon. Mr. Howe: By statute four directors, a majority of the board, are 
appointed by the Canadian National Railways. As a matter of fact, the 
regulations appointing the board of directors come under the provision of the 
Canadian National-Canadian Pacific Act, which provides that all directors of 
subsidiary companies must be chosen from the directors of the railways. 


Mr. MacponneEtu: That is by law? 
Right Hon. Mr. Howe: Yes. 


Mr. Macponnetu: Am I correct in my understanding that Mr. Henry and 
Mr. Edwards are appointed by the government? 


Right Hon. Mr. Hows: They are appointed by the government. We are 
not confined to government officers; we can appoint anyone we like. 


Mr. Macponne.u: It seems to me that you have it all inside the family, 
and while I have great respect for these men you do not get what I might call 
the outside point of view. They are all from the central province. I just thought 
I should comment on this. 


Right Hon. Mr. Hows: I think there is something in it. The reason we 
have appointed them from the central provinces is that there is no salary 
attached, and there is the problem of getting men who can attend meetings; 
a man will not travel all the way from Vancouver and lose a week’s time for no 
compensation. 

Mr. Breninicxson: I do not think Mr. Macdonnell’s comment was on that 
point. I think he had in mind the principle that you have only government 
men on a government owned operation. It is not a question of distance from 
their place of residence, or anything of that kind. 


Right Hon. Mr. Hown: Well, as a matter of fact, I have had it in mind to 
increase the representation on the board of directors of Trans-Canada Air Lines. 
I have asked Mr. McGregor to include in the next amendment to the Trans- 
Canada Air Line Act, which may or may not be considered this session—we are 
not just sure yet—provision for two additional directors of the Air Lines, with 
the thought of getting representation from other districts. 


Mr. Murcu: Perhaps that remark of yours may make it unncessary for 
me to say some of the things I was going to say. As you know there is rather 
a strong feeling which does not date from the second last session of this committee 
that T.C.A. would perhaps serve more understandably western Canada if some’ 
of the directors came from farther away, and our people would make that request 
to you. and would not be particularly deterred by the argument that there is 
no pay in connection with it. I do not think they would suggest—I might in 
a less responsible moment—that when you do not pay anything for service you 
usually get what you pay for. But there are people in western Canada who feel 
that they have suffered because of this arrangement, but if you are proceeding 
with the appointment of additional directors to the T.C.A., I shall say no more 
than to say that I feel very strongly on the matter, and I know others in the west 
feel the same way, namely, that special consideration should be given, by 
whatever means necessary, to provide them representation on that board. 

Rieut Hon. Mr. Howe: We have that in mind. As I say, we do not like 
to open the Act, which as-you know might lead to a somewhat extended debate, 
just to provide for the appointment of the two new directors. But there are 
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some changes required in the Act ah ‘when the changes are made we intend 
to include provision for the appointment of two additional directors. 


Mr. Gruss: I did not understand Mr. Macdonnell to say that he wanted 
additional directors appointed from the east or west. My conception of what 
he asked for was that because the directors are all now from the government 
service that you should take in someone who is not in the government service 
and appoint him a T.C.A. director. 

Ricgut Hon. Mr. Howe: That is what we have in mind. 

Mr. Giuuis: I would object to that for this reason, that if it 1s a govern- 
ment service then the proper place to get your directors from is from those 
who are within the government service and believe in that type of organization 
as a government managed industry. I do not want to see any weasels in the 
hen coop. They might not get along with the chickens. There is such a thing 
as infiltration. . 

Mr. Fraser: We do not want all yes men. 


Mr. Gituts: I think the T:C.A. have indicated by their report that they 
have done an excellent job despite the fact that their directors are ‘centralized. 
We see progress in every report and the minister has assured us that they will 
be in the black next year. Why change it? 


Rigut Hon. Mr. Hows: We are going to change it. There is demand for 
representation particularly from the city of Winnipeg. I do not know why 
Winnipeg. 

Mr. Murtcu: I can tell you why. 

Richt Hon. Mr. Howe: I know what you are going to say, you are going 
to refer to the situation which arose a couple of years ago. 

Mr. Murcu:-One of the reasons was that a lot of people are not yet con- 
vinced that the argument which I and others had with you and the directors 
a couple of years ago—there is no question who won the argument, but there 
is still some doubt regarding the justification of the victory—was answered. 
We believe nevertheless that we would like to have someone closer to the 
scene of these decisions who could, or who could be presumed to have a 
completely sympathetic approach toward the province. I do not want to raise 
that point again; I have taken a lot of lickings, and I shall probably have to 
take more; but it stems from that, and it is not. getting any less. 

isan Hon. Mr. Howe: We are not unsympathetic to that viewpoint at 

all, and it can be corrected. 
| Mr. Morr: I hope you will consider someone beyond Winnipeg. Since 
the C.N.R. had one director from Winnipeg, Mr. Mutch thought that was 
fine; he was not worrying about anybody farther. I hope you take it to the 
coast. 

~ Right Hon. Mr. Howe: I understand that New Westminster is quite happy 
about the situation now. 

The Cuairman: Gentlemen, may I now release Mr. MeGresan and his 
staff? And, would the committee agree that we should have a general discussion 
as to any ‘items you might like to have included in the report. I shall draft 
the report and have it ready to submit to you at 11 o’clock tomorrow morning. 
We will meet then and wind up our work. 

Mr. McGregor, on behalf of the committee, I do want to thank both you and 
your staff for your attendance here today, and also to congratulate you upon 
the wonderful showing you have made in 1950. I would also like to thank Mr. 
Turville and his assistants for attending. 
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MINUTES OF PROCEEDINGS 


Turspay, April 24, 1951. 


The Sessional Committee on Railways and Shipping owned, operated and 
controlled by the Government held an executive meeting at 10 o’clock. Mr. 
Hughes Cleaver, the Chairman, presided. 


Members present: Messrs. Carter, Cleaver, Fraser, Fulton, George, Gillis, 
Gosselin, Healy, Helme, Macdonald (Hdmonton East), Macdonnell, McCulloch, 
Mott, Pouliot and Thomas. : 


Consideration of a draft report to the House was begun. 
The Committee discussed the elimination of exhaust noise on North Stars. — 


At 10.50 o’clock, the Committee adjourned until 4.30 o’clock this day. 


AFTERNOON MEETING 


The Committee resumed at 4.30 o’clock. Mr. Hughes Cleaver, the Chair- 
man, presided. 


Members present: Messrs. Bourget, Carter, Cleaver, Fraser, Fulton, George, 
Gillis, Healy, Macdonnell, McCulloch and Mutch. 


The Committee continued and considered its consideration of the draft 


report. 


On motion of Mr. Fulton, 


_ Resolved—That the following words be added after the words ‘Air 
Lines” in the 13th paragraph of the draft report. 

“Your Committee noted that progress has been made in research to 
reduce exhaust noise in North Stars, and hopes that responsibilities of 
Canadair in connection with the installation of any successful device will 
be further investigated.” 


~ 


Ordered,—That the Chairman present the report to the House, as amended. 
At 4.45 o’clock, the Committee adjourned to the call of the Chair. 


ANTONIO PLOUFFE, 
Clerk of the Committee. 
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REPORTS TO HOUSE 
WepneEspAY, April 25, 1951. 


The Sessional Committee on Railways and Shipping owned, operated and 
controlled by the Government, begs leave to present its 


THIRD: REPORT 


Pursuant to the Orders of Reference of the House of April 10, 1951 and 
April, 11, 1951, this Committee had before it for consideration the following:— 

1. The Annual Reports for 1950 of the Canadian National Railways 
System, the Canadian National (West Indies) Steamships Limited, and the 
Auditors’ Report to Parliament in respect of the Canadian National Railways 
System and the Canadian National (West Indies) Steamships Limited. 

2. The Annual Report of the Trans-Canada Air Lines for the year ended 
December 31, 1950, and the Auditors’ Report to Parliament for the year ended 
December 31, 1950 in respect to Trans-Canada Air Lines. 

3. The Annual Report of the Canadian National Railways Securities 
Trust for 1950. 

4, The Budget of the Canadian National Railways and the Canadian 
National (West Indies) Steamships Limited, for the calendar year 1951. 

5. Vote 493—Prince Edward Island car ferry and terminals—deficit. 

6. Vote 495—Canadian National (West Indies) Steamships Limited— 
deficit. : | 

7. Vote 501—Maritime Freight Rates Act—payment of twenty per cent 
reduction in tariff of tolls to Canadian National Railways and other railways 


operating in territory fixed by the Act. 


Your Committee held nine meetings, during which the above- named matters 
were considered and evidence adduced thereon. 

The Annual Report of the Canadian National Railways for 1950 discloses a 
net income of $42,416,772.00, however, interest on the Funded Debt due to the 
public amounted to $24,019,158 .00, and interest on Government loans amounted 
to $21,658,849 .00 bringing about a deficit of $3,261,235.00. The Annual Report 
was adopted, but your Committee recommends that the earliest possible action 
be taken on the reorganization of the capital structure of that system. 

The Annual Report of the Canadian National (West Indies) Steamships 
Limited for 1950 discloses a net operating deficit of $601,432.00, and after pay- 
ment of interest on bonds and Government advances, there was a total deficit of 
$1,028,767.00. The balance in the Vessel Replacement Fund at the end of the 
year was $4,313,638 .00, and in the Self Insurance Fund, $1,772,458.00, The said 
Annual Report was adopted. 

The Annual Report of Trans-Canada Air Lines for 1950 shows a surplus of 
$201,206.00 for the North American Services, and a deficit of $1,526,412.00 for 
Trans-Canada Air Lines (Atlantic) Limited. The Annual Report was adopted, 
but your Committee recommends that in future the financial Budget of Trans- 
Canada Air Lines, North American Services, and Trans-Canada Air Lines 
(Atlantic) Limited, for the ensuing year be referred to the Committee to be 


dealt with along with the Annual Report of Trans-Canada Air Lines. Your 


Committee noted that progress has been made in research to reduce exhaust 
noise in North Stars, and hopes that responsibilities of Canadair in connection 
with the installation of any successful device will be further investigated. 
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The Auditors’ Report. to Barlament with respect to the Canadian National 
Railways System, the Canadian National (West Indies) Steamships Limited, 
and the Trans-Canada Air Lines, also the Annual Report of the Canadian 
National Railways Securities Trust for the calendar year 1950, were severally 
examined and adopted. , 


The Financial Budgets of the Canadian National Railways oa the Cana- 
dian National (West Indies) Steamships Limited for the calendar year 1951, 
were examined and adopted. 


The above referred to Votes 493, 495 and 501 were considered and approved, — 
and have already ‘been reported to the House by second report of this Committee, 
which was presented to the House on April 18, 1951. 


The task of your Committee was greatly facilitated by the valuable assist- 
ance of Mr. Donald Gordon, C.M.G., LL.D., Chairman of the Board of Directors 
and President of the Canadian National Railways: Mr. 8. F. Dingle, Vice-Presi- 
dent, and Mr. T. H. Cooper, Vice-President and Comptroller, Canadian National 
Railways, and Comptroller, Trans-Canada Air Lines; and Mr. G. R. McGregor, 
President of Trans-Canada Air Lines. 


A printed copy of the minutes of Maret and evidence taken will be 
tabled at a later date. 
All of which is respectfully submitted. 


HUGHES CLEAVER, s 
Chairman. 


Turspay, May 1, 1951. 


The Sessional Committee on Railways and Shipping owned, operated and 
controlled by the Government begs leave to present its 


FOURTH REPORT 


Your Committee now tables a printed copy of its minutes of proceedings 
and evidence. 


All of which is respectfully submitted. 


HUGHES CLEAVER, 
Chairman. 
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ORDERS OF REFERENCE 


THuRspDAY, April 24, 1952. 


Resolved,—That a Sessional Committee on Railways and Shipping owned, 


' operated and controlled by the Government, be appointed to consider the 


accounts and estimates and bills relating thereto of the Canadian National 


- Railways, the Canadian National (West Indies) Steamships, and Trans-Canada 


Air Lines, saving always the powers of the Committee of Supply in relation. 
to the voting of public moneys; and that the said Committee be empowered to 
send for persons, papers, and records and to report from time to time and that 
notwithstanding Standing Order 65, in relation to the limitation of the number 
of Members, the said Committee consist of Messrs: Benidickson, Bourget, Carter, 
Cavers, Churchill, Cleaver, Dumas, Follwell, Fraser, Fulton, George, Gillis, 
Healy, Helme, James, Knight, Macdonald (Edmonton East), Macdonnell 
(Greenwood), McCulloch, McLure, Mott, Mutch, Picard, Pouliot, Thomas. 


Ordered,—That the Annual Report of Trans-Canada Air Lines for the 
year ended December 31, 1951, tabled on March 24, 1952, the Auditor’s 
Report to Parliament for the year ended December 31, 1951, in respect of 
Trans-Canada Air Lines, tabled on April 2, 1952, and also the Operating 
Budget and Capital Budget for the calendar year 1952 in respect of Trans- 
Canada Air Lines, tabled earlier this day, be referred to the said Committee. 


Ordered,—That the Annual Reports for 1951 of the Canadian National 
Railways, the Canadian National (West Indies) Steamships, Limited, the 
Canadian National Railways Securities Trust, and Auditor’s Report to Parlia- 
ment in respect to the Canadian National Railway System and the Canadian 
National (West Indies) Steamships, Limited, tabled on April 3, 1952, and the 
budget of the Canadian National Railways and Canadian National (West 
Indies) Steamships, Limited, for 1952, tabled on April 21, 1952, be referred to 
the said Committee, together with the following items of estimates for 1952-53: 
Vote 485—Prince Edward Island Car Ferry and Terminals—Deficit 


Vote 486—Canadian National (West Indies) Steamships, Limited—Deficit 


Vote 493—Maritime Freight Rates Act—payment of 20% reduction in tariff 
of tolls to Canadian National Railway and other Railways operating 
in territory fixed by the Act. 


And that the Resolution passed by the House on March 19, 1952, referring 
certain estimates to the Committee of Supply, be rescinded insofar as the said 
Resolution relates to Votes Nos. 485, 486 and 493. 


Monpay, April 28, 1952. 


Ordered,—That the quorum of the said Committee be reduced from 
thirteen to eight Members. 


Ordered,—That the said Committee be granted permission to sit while the 
House is sitting. 


Ordered,—That the said Committee be empowered to print, from day to 
day, 1000 copies in English and 200 copies in French of its minutes of ,pro- 
ceedings and evidence, and that Standing Order 64 be suspended in relation 


thereto. 


Attest. LEON J. RAYMOND, 
Clerk of the House. 
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REPORT TO THE HOUSE 
Monpay, April 28, 1952. 


The Sessional Committee on Railways and Shipping owned, operated and 
controlled by the Government begs leave to present the following as its 


FIRST REPORT 


Your Committee redommends: 
1. That its quorum be reduced from thirteen to eight members. 


2. That it be granted permission to sit while the House is sitting. 


3. That it be empowered to print, from day to day, 1000 copies in 
English and 200 copies in French of its minutes of proceedings and 
evidence, and that Standing Order 64 be suspended in relation 
thereto. 


All of which is respectfully submitted. 


HUGHES CLEAVER, 
Chairman 
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ss MINUTES OF PROCEEDINGS 
pay nt te , d Mownpay, April 28, 1952. 


The Sessional Committee on Railways and Shipping owned, operated and 
controlled by the Government met at 11.00 o’clock a.m., this day. 


Members present: Messrs. ‘Benidickson, Carter, Cleaver, Fulton, George, 
Gillis, Helme, James, Macdonald (Edmonton East), Macdonnell (Greenwood), 
McCulloch, McLure, Mott, Mutch, Pouliot. 

In attendance: The Hon. L. Chevrier, Minister of Transport; and Mr. 
Donald Gordon, Chairman and President; Mr. S. F. Dingle, Vice-president 
(Operations); Mr. T. V. Gracey, Comptroller; Mr. T. H. Cooper, Vice-president 
(Accounting); all of the Canadian National Railways. 

The Clerk of the Committee invited nominations for the election of a 
chairman. 
ss Mr. Macdonald (Edmonton East) moved, seconded by Mr. Moit, that Mr. 
Cleaver be elected chairman. 

The question being put, Mr. Cleaver was unanimously elected and took 
the chair. 

On motion of Mr. Macdonnell (Greenwood), | 

Resolved,—That the Committee recommend to the House that its quorum 
be reduced from thirteen to eight Members. 

On motion of Mr. Macdonald (Edmonton East), 

Resolved,—That the Committee recommend to the House that it be 
granted permission to sit while the House is sitting. 


On motion of Mr. McLure, 
_ Resolved,—That the Committee recommend to the House that it be 


-empowered to print, from day to day, 1,000 copies in English and 200 copies 


in French of its minutes of proceedings and evidence. 
On motion of Mr. Fulton, 
Resolved,—That Mr. McCulloch be appointed Vice-Chairman of the 
Committee. 
The Committee then commenced a study of the annual report of the 
Canadian National Railways (1951). 


Mr. Donald Gordon was called and read an introductory statement to 
the annual report of the Canadian National Railways (1951). 


© 


On motion of Mr. Fulton, wart 

Resdlved,—That the reading of the annual report by Mr. Gordon be 
dispensed with and that the said annual report be printed as part of today’s 
evidence. 

The Committee then commenced a detailed study of the annual report. 

After some discussion and several questions being directed to Mr. Gordon, 
the Committee agreed to rescind its previous decision and have Mr. Gordon 
read the annual report. 


Mr. Gordon proceeded with the reading of the annual report. 


The Committee then commenced a detailed study of the annual report, 
during which questions were directed to the Hon. Mr. Chevrier and Mr. 
Gordon. Mr. Gordon was assisted by Mr. Cooper, Mr. Gracey and Mr. Dingle. 

At 1.00 o’clock p.m. the examination of Mr. Gordon still continuing the 
Committee adjourned to meet again at the call of the Chair. 
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' AFTERNOON SITTING 

The Committee resumed at 4.20 o’clock p.m. Mr. Cleaver, Chairman, presided. 

- Members present: Messrs. Carter, Fulton, George, Gillis, Helme, Knight, 


Macdonald (Edmonton East), Macdonnell (Greenwood), McCulloch, McLure, 
Mott, Pouliot. 


In attendance: Same as indicated for the morning sitting. 

The examination of Mr. Gordon was continued.» 

War At 4.55 o’clock p.m. the Division bells having rung, the Committee 
adjourned to attend the Division. 


The Committee resumed at 5.20 o’clock p.m. Mr. Cleaver, Chairman, 
presided. ! 


Members present: Messrs. Benidickson, Carter, Fulton, George, Gillis, 
Helme, James, Knight, Macdonald (Edmonton East), Macdonnell (Greenwood), 
McCulloch, McLure, Mott, Mutch, Picard, Pouliot. 


The examination of Mr. Gordon was continued. 


At 6.40 o’clock p.m., the examination of. Mr. Gordon still continuing, 


the Committee adjourned to meet again at 11.00 o’clock a.m. Tuesday, April 
29, 1952. 


R. J. GRATRIX, 
Clerk of the Committee. 


EVIDENCE 


April 28, 1952. 
11:00 a.m. 


The CHAIRMAN: Thank you, gentlemen. . : 


May I have a motion for the reduction of a quorum? I think that is in 
order; a reduction from 13 to 8. ‘ ; 


Moved by Mr. Macdonnell that the committee recommend to the House 
that its quorum be reduced from 13 to 8 members. 
Agreed. 


Mr. MacDonaLp (Edmonton East) moves that the committee recommend 
to the House that it be granted permission to sit while the House is sitting. 
Carried. ! | 


Mr. McLure moves that the committee recommend to the House that it be 
empowered to print, from day to day, 1,000 copies in English and 200 copies 
in French of its Minutes of Proceedings and Evidence, and that standing order 
of 64 be suspended in relation thereto. I might say, gentlemen, that this is a 
slight increase over our usual amount of printing, but the committee last year 
ran short of printed copies of evidence. 


Carried. 


Moved by Mr. Fulton that Mr. McCulloch be appointed vice chairman of 
the committee. 


Carried. 


_ Gentlemen, shall we now pass on to the annual report of the Canadian 
National Railways? 
Agreed. 
Mr. Gordon, we are pleased to have you back with us again. 


Mr. DonaLtp Gorpon, C.M.G., (President, Canadian National Railways): 
Mr. Chairman and gentlemen, I think you will find the annual report for the 
year 1951 is more comprehensive than anything that has appeared in the past. 
In an endeavour to give an informative account of our stewardship, we have 
tried to present the year’s activities as part of a continuing process against the 
background of an economic environment in which the Canadian National as 
Canada’s largest public utility is an indispensable servant of industry and a 
partner in pioneering. . 


This year we have made use of a fold-over cover in order to give room for 
a detailed map of the Canadian National system lines, and within the covers 
you will find a number of photographic plates which also serve to illustrate the 
range and scope of our system activities. Starting on page 2 there is a picture 
gallery of the senior officers at railway headquarters, whose handsome features 
are perhaps not as well known to the public as they should be. The opposite 
page gives the customary listing of the board of directors and departmental 
officers. The next two pages set forth the table of contents and the formal letter 
of transmittal. The various headings in the text of the report have been set 
down for your convenience and you will find that the narrative of the report is 
divided into three major sections.—the review of financial results beginning on 
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page 6; the review of operations beginning on page 12, dealing for the most 

part with physical facts; and, finally, a section of general interest which begins 
on page 17. You will see that the paragraphs within each of these sections have | 
been numbered so as to facilitate reference in the course of your examination 
of this report. The balance sheet is conveniently located in the centre of the 
report (pages 24 and 25) and is followed by the consolidated income account 
and detailed statistics relating to our finances and operations generally. 


With that, Mr. Chairman, I will begin by reading the letter of transmittal. 


The CHAIRMAN: If I might interrupt for a moment, for the record, in addi- 
tion to Mr. Gordon we have here this morning Mr. S. F. Dingle, vice president 
in charge of operations; and Mr. T. H. Cooper, vice president in charge of the 
accounting department; and Mr. T. J. Gracey, comptroller. 


Mr. Futron: Mr. Chairman, I am not sure that I speak for all members of 
the committee and I do not want to arrogate to myself any right to. We are 
impressed by the report. Although some of. us may have reservations as to some 
parts of it, or receive it with a varying degree of enthusiasm, I think that we 
are all agreed that the company is to be congratulated on the success shown 
for this year; and, in order to save Mr. Gordon’s voice, to save the time of the 
officers of the company who are here and also to save the time of members of 
the committee, may I move that the report itself be printed as it appears here 
without Mr. Gordon being put to the trouble of actually reading it. 


Mr. MutcH: I would like to second that motion. 

Mr. FuLtTon: However, if Mr. Gordon wants to read it— 

Mr. Gorpon: I am entirely in your hands. I thought the reading of the 
report would settle a number of questions which might be asked. 

_Mr. MutcuH: That has been the usual procedure, as I recall it. 

Mr. FuLtTon: Then, I withdraw my motion. 


The CHAIRMAN: Mr. Fulton moves, seconded by Mr. McLure, that the report 
be taken as read and printed in our proceedings. 


Agreed. 


Our practice is to take up the letter first. Are there any questions on 
the letter to the minister? 


-Carried. 


Now, turning to the report. 


1. Review of financial results. Are there any questions on that paragraph? 
Then we turn to operating revenues (paragraph 2) on page 6. 


Mr. Mott: How would it be, Mr. Chairman, if we go through this—are you 
going to go through it page by page ? If so, Mr. Gordon might give us any 
highlights he has in mind and in that way explain them to us. 

The CHAIRMAN: Are there any questions with regard to operating revenues? 5 


Mr. MAcDONNELL: There is one question which occurs to me there—it may 
be fully covered here—but I wonder if Mr. Gordon could explain the increase 
in freight resulting operating picture. It appears to me desirable to know the 
facts in this report. 


The CHAIRMAN: Would it be satisfactory to the committee if we take 
operating revenues and operating expenses together and bring them in full 
discussion, Mr. Macdonnell, on the point which you have raised? 


Mr. Gordon: Perhaps I could summarize that point. Increased revenues 
during the year were $27,050,000, arising from increased freight rates, as such. 
That is for freight only. Then, passenger and other services, $2,681,000; a total 
of $180,000 arising out of the communications department denerally—$29, 881, 000 
all told for increased rates of various kinds. 
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The CHAIRMAN: And is the balance of $71 million odd increase in total 
made up of increased traffic? ‘ 

Mr. Gorpon: It would be increased volume of traffic as distinct from rates, 
yes. 

Mr. Poutiot: Before we go further, Mr. Gordon, I notice that the record 
of operating revenues for 1951-over 1950 was only 13 per cent, and that the 
increase of operating expenses was 17-4 per cent. 

Mr. Gorpon: That is correct. 

Mr. PouLiot: Which means that the increase of expenses there was 4:4 
per cent more than the year before? 

Mr. GORDON: Yes. 

Mr. Pouuiot: Is that due to increases in salary? 

_ Mr. Gorpon: You will find that for the most part in our breakdown of 
expenses—that total increase, as you pointed out—actual operating expenses 
rose by 17-4 per cent while our revenue rose roughly 13 per cent. 

’ Mr. Poutiot: Yes. 

Mr. Gorpon: For the most part that increase is due to higher wages. 

Mr. Pouutiot: Yes, and therefore the increase in revenue did not cover 
the increase in expenses. 

Mr. GorDON: That is correct. 

Mr. PouLioT: On account of that. . 

Mr. Gorpon: That is correct. We have stated: specifically in the report— 
we have pointed out, on page 9—-that the increased revenues described there 
were more than offset by the higher operating expenses of 17:4 per cent; 
but the major part of that, as I said, is due to wage increases; and, also, there 
were, of course, general increases in the prices of building materials, supplies 
and so on; but the major part is represented by wages. 

Mr. Pouuiot: Therefore, it was in part due to higher ates and they 
would have to increase revenues by increasing freight operations. 

Mr. GorDON: Yes, generally speaking our expenses were $15 million higher 
than the amount of revenue that we took in. 

The CHAIRMAN: Have you a breakdown, Mr. Gordon, of the amount by 
which the operating expenses were increased resulting from the $41 million 
increase in volume of traffic? 

Mr. Gordon: Perhaps, Mr. heen: if you will permit me, I will give 
you a breakdown—an explanation of the principal increases in expenses. 

Mr. MAcDONNELL: Before you do that, Mr. Gordon, I would like to.ask you 
this: I would like to get the net final operating results for 1950 and 1951. 

Mr. GorDOoN: That is on page 6, I think you will find it there. 

Mr. MacDOoNNELL: All right, thank you. , 

Mr. GORDON: You will note it in the detail there right at the beginning. 
That is our net operating report; and it shows, for 1950, $59,834,502, as against 
$44,683,899 in 1951; and our expenses in 1951—to answer the previous ques- 
tion—our expenses in 1951 were $86,152,000 higher than in 1950—and I will 
just summarize the reason for: that increase; there were $23,534,000 which 
we call a pure wage increase representing money paid out in pay rolls. There 
is $10,332,000, represented by the additional cost of the forty hour week which 
was in effect only part of the year; there is $21,181,000 represented by addi- 
tional labour; and there is $12,325,000 represented by this increased price 
of materials. 


Mr. MAcDONNELL: Have you those figures in the report, the ones you are 
reading from? 
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Mr. GORDON: They would not be in Hie 2 report; no, this 19.08 ibeekdanan 


of those figures. / Shey 
' Mr. PoutiotT: One of the muuees was in Ps report. . 


Mr. GORDON: Yes, the main figures are in the report, this shows it in more 
detail. 

Mr. PouttoT: Yes. 

Mr. GorDoN: The statistical detail you will find at the end of the Soyie 
on the pages starting from page 42. You will find also starting at page 26 the 
details of the consolidated income account, operating revenue and operating 
expenses—most of these headings you will find under the particular items 
which you might be interested in. 

Mr. Poutiot: And supplementing that you are reading more detailed 
figures. 

Mr. Gorpon: Yes. And that is the amount of work we had to do, yes; not 
so much the amount of work we had to do but more in terms of net result. 


Mr. PouLiotT: Yes, and in terms of encouragement. 

Mr. Gorpdon: Yes, the customary accounts for the services we run. 

The CHAIRMAN: Mr. Gordon, would you complete the breakdown that 
you started to give us; you had given us the increased cost of materials— 

Mr. Gorpon: There was $9 million credit for deferred maintenance of 1950 
and which did not appear in 1951; and then there are a number of sundry items 
here which coud be summarized more or less as building materials, miscella- 
neous, totalling up to about $8 million in the form of snow removal, maintenance 
‘of way, maintenance of equipment, transportation, and so forth. It could 
be pretty well summarized at about $9 million 

The CHAIRMAN: Mr. Gordon, could you give us a further breakdown of 
the $21 million for additional labour, as to how much of that additional 


labour was caused through the forty hour week, and how much was caused > 


through additional volume of business? 

Mr. GorDdon: We tried to separate the forty hour week and in this par- 
ticular table showing $10,332,000; we tried to take that out so that the amount 
chargeable to the forty hour week could be distinguished from the additional 
labour which was necessary to take care of the additional volume, Mr. Chairman. 

The CHAIRMAN: All I wanted was to make sure of that. 

Mr. MAcDONNELL: There was $21 million for additional labour. 

The CHAIRMAN: Yes, but it was related to increased volume. 

Mr. MacpdonneELL: As against a total labour bill of how much? 

Mr. Gordon: You will find on page 29 a statement showing the “operating 
- expenses and total payroll’; and under the heading of 1951 the total payroll 
was $381,654,000. That is the second figure below there. It might be interest- 
ing to point out in regard to the payroll, that of our operating dollar—if you 


will turn to page 11—it is not numbered—you will find there a breakdown of ~ 


our various items of expenses, and you sy find that, of the revenue dollar, 
56 cents went to payrolls. 
Mr. Gruuts: Mr. Gordon, does that item of $381,654,000 represent adminis- 
trative staffs also? 
2 Mr. Gorpon: It includes everything; it-is the et payroll of the railway. 
Mr. Fuuton: Mr. Chairman, might I make a suggestion? This paragraph 
(1) “review of financial results” is in very general form. I think it covers about 
everything; whereas the various items are covered more specifically either in 
separate paragraphs of the report or in the detailed tables at pages 26 and 27. 
The CHAIRMAN: Yes. 


. 
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oe Mr. Rurran® So 1 Pade tf it would save us from chopping through the — 
_ report if we went on with paragraph (2)? I thing the questions being asked 
- would actually all be directed to specific paragraphs, and would perhaps more 
properly come under the specific paragraphs later on in the report, so that we 
_ would be having some duplication if we asked everything at this point. 

The CHAIRMAN: I think you are quite right, Mr. Fulton, but I also think 
it is helpful to the understanding in a general way of the report for Mr. Mac- 
donnell to pursue his general questioning for a few minutes longer, to give us 
the broad picture. ., 

Mr. PouLioT: Both go together, as you have said so wisely, Mr. Chairman. 

, The CHarrMAN: Mr. Gordon, am I correct?) Mr. Gordon has suggested 
that the committee would be better off if he should read his report. 

Mr. GIuuis: I think he should, too. 

The CHAIRMAN: We all have had the reports on our desks. 

Mr. GILLIs: Yes, but most of us do not read them. 

Mr. MACDONNELL: We have other things on our desks too. 

Mr. Gorpon: I undertake to go through it as quickly as possible; and I 
think there are quite a number of questions which you will pick out which 
would be answered automatically as we go through it. 

Hon. Mr. CHEVRIER: Could we not ask Mr. Gordon to read paragraph 2, 3, 
and 4, and then, if there are any questions, we could ask them at that time. so 
that we would not have to go through the whole report and then go over it 
again? 

The CHAIRMAN: That might be very good. Shall we try it? 

Mr. Giuuts: I think you had better let Mr. Gordon read his report and ifn 
there are any questions, we can make notes of them and ask them later on. 
I think that would be the better way. 

The CHAIRMAN: We shall take your advice on it, Mr. Gordon. : 

Mr. Gorpon: Thank you, Mr. Chairman. I shall start then with the letter 
of transmittal on page 5, which reads as oe 


! CANADIAN NATIONAL RAILWAYS 
MontrEAL March 10, 1952 


The Honourable Lionel Chevrier, Q.C., M.P., 

Minister of Transport, 
— Ottawa. 
Dear Sir: 

On behalf of the Board of Directors, I submit herewith the Annual Report 

of the Canadian National Railways for the year 1951. 
In an endeavour to give a clear insight into the activities of the System, 
the narrative of the Report has been broadened in scope and organized into 
three main sections, dealing in turn with the financial results, the physical 
, performance and state of the property, and items of interest affecting trans- 
portation generally and the Canadian National in particular. 
) It is a pleasure to record the appreciation of the Management for the loyal 
7 and effective service rendered by officers and employees throughout the 
Organization. 


. Yours truly, 
4 : D. GORDON. 
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Now I turn to the “Review of Financial Results” and I call attention to 
the table starting with paragraph 1; and then I begin. to read again: at para- 
graph 2, “Operating Revenues’”’. , 


REVIEW OF FINANCIAL RESULTS 


1. The results of the System’s operations for 1951 compared to 1950 are 
given in the following summary table: 


1951 1950 
Operating revenues ...:.. Berets Nin Ree eit $624,834,120 $553,831,581 
OPerating = CXPeNses Sue Meee cht spel 580,150,221 493,997,079 
Netioperatiny’ Yevendesrenue iy) sake $ 44,683,899 $ 59,834,502 
Taxes, equipment rents and other income ce 
PCCOUNTS’: Munnts ARE Mie ec Cs de Ci aus Stet 12,900,780 17,417,730 
Available for payment of interest........ $ 31,783,119 $ 42,416,772 
Interest on bonds held by the public..... 23,467,703 24,019,158 
Available for payment of Government ¥ 
BTLE COS eid LN) ca) ih walls ANU Sea aa aaa ty $ 8,315,416 $ 18,397,614 
Coveroment “interes tui euciss in.) Mace me 23,347,412 21,658,849 
INCOME CECE ee eee $ 15,031,996 Siovauebie2a5 


The Consolidated Income Account appears on page 26. 


OPERATING REVENUES 


2. An all time peak in operating revenues was reached during 1951, 
exceeding the record of the previous year by nearly 13%. The highest volume 
of freight traffic in the history of the System was the most important factor 
responsible for this outcome. Freight revenues rose by 11-:9% to $498,800,344. 


Volume of freight traffic 


3.°The total tonnage of freight handled on the System amounted to 89-6 
million tons, or 10-1% more than in 1950. A better description of the physical 
volume of work performed by the Railway is to be found in the record total 
of 36-4 billion revenue net ton-miles carried on System lines. This was 13:9% 
more than the 1950 quantity, partly because the tonnage was handled, on the 
average, over longer distances. The average haul was 407 miles in 1951. 
compared to 393 miles in the preceding year. 


4. The .greatest tonnage increases were recorded in the relatively low- 
rated traffic, notably grain and pulpwood. An exceptionally large increase in 
grain tonnage resulted from a bountiful harvest coupled with the heavy 
carry-over from the 1950-51 crop year. Pulpwood traffic increased by approx- 
imately 3 million tons or 73%, as paper mills engaged in large scale 
replenishment of stocks which had been drawn down for requirements in 1950. 
Substantial increases were also registered in ores and concentrates, other mine 
products, woodpulp, gravel, sand and stone, iron and steel, and miscellaneous 
manufactures. 


5. A significant decline in bituminous coal tonnage from the abnormal 
levels of 1950 was in part attributable to a continued trend towards the sub- 
stitution of fuel oil for industrial purposes. The only other major tonnage 
decreases occurred in the case of crude oil and auto parts, the former reflecting 
the diversion of traffic to pipelines, and the latter being attributable to reduced © 
production in auto plants served by Grand Trunk Western lines. 
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Freight rates iby 

6. Reference was made in the Annual Report tor 1950 to the application 
filed with the Board of Transport Commissioners on December 21, 1950, by 
the Railway Association of Canada, seeking authority for an Heder petra 
increase of 5% in freight rates, with provision for specific increases of 10c. 
per ton on coal and coke. Hearings began on January 19, and on January 25 
the Board reserved judgment. 

7. Subsequently, on April 23rd, the Railway Association filed a supple- 
mentary application based on the increased operating expenses anticipated from 
inauguration of the 5-day 40-hour week for non-operating employees on June 
lst. This application sought authority for an additional general increase of 
14% and amended the previous application in respect of coal and coke rates 
to 10¢, 15¢, and 20¢ per ton for rates up to $1.00, up to $2.00, and over $2.00 
per ton respectively. As an alternative and having regard to the conclusions 
of the Royal’'Commission on Transportation (1951) in the matter of horizontal 
increases, the Railway Association proposed an increase of 15% with a list of 
exceptions on certain basic commodities such as lumber, pulpwood, stone, 
‘ gravel, etc., for which maximum increases would be provided in some cases and 
flat increases in others. 


8. Taken together with the 5% application mentioned above, the total 
increase applied for under the first alternative was 19.7% without exceptions, 
other than coal and coke, and under the second alternative, 20-75% with 
exceptions on a number BE basic commodities. 


9. Pursuant to these applications the Board, on July 4th, issued an Order 
authorizing an interim increase of 12% with specific advances in the rates on 
coal and coke of 10¢, 15¢, and 20¢ for rates up to $1.00, up to $2.00, and over 
$2.00 respectively. These rate increases became effective on July 26th. 


10. On October 29th a further application was made to the Board seeking 
a 17% increase in substitution of the 14% previously applied for, or 18% in 
place of the alternative 15% application. Under this amended application the 
total increase sought was 22.85% without exceptions, other than coal and coke, 
or alternatively 23.9% with exceptions on certain commodities. 


11. The Board’s decision in this latter case, issued on January 25th and 
amended on February 4th, 1952, authorized (in lieu of the 12% interim increase 
awarded on July 4th) an increase of 17% in class and commodity rates and 
charges for ancillary services. In addition, confirmation was. given to the 
above mentioned graduated scale of increases on coal and coke; cordwood and 
other wood for fuel purposes only was made subject to a maximum increase, and 
rates on potatoes were restricted to an increase of 12%. The authority granted 
under this Order was restricted to a period of time ending on August 31st, 1953, 
this limitation being subject to such further direction as may be found neces- 
sary by the Board. The increases granted by this decision were made effective 
on February 11th, 1952. 


12. In all of the foregoing awards no change was made in the statutory 
Crowsnest Pass rates on grain or grain products originating in Western Canada. 


13. In two successive Orders of the Board an interim increase ranging from 
2% to 4% on international and related traffic, effective April 4th, was raised 
to an increase ranging from 6% to 9% effective August 28th. These Orders 
paralleled two decisions by the Interstate Commerce Commission on an appli- 
cation by American raliroads for a 6% increase, which application was later 
amended to 15%. In all of the foregoing cases there were certain exceptions 
to the general rate increases. Both in Canada and the United States the latest 
increases are subject to expiry on February 28th, 1953. Meanwhile, upon 
petition from American railroads, further hearings by the Interstate Com- 
merce Commission have been held and a decision is now pending. 
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14. Despite the freight rate increases ieeomnedts in this eoebion, “anit reyennes . 
for 1951 were 1.8% lower, on the average, than in 1950, the revenue per net — 
ton-mile having fallen to 1.369 cents. The explanation is to be found in the — 
changed composition of the traffic, the effect of rate increases having been 


swamped by relatively large increases in the volume of low-rated traffic. 


15. The General Freight Rates Investigation, ordered under, Order-in-Coun- 
cil P.C. 1487 of April 7, 1948, was continued during the year. This Investiga- 
tion is in part concerned with the equalization of freight rates, a subject 
- which has been reported upon by the Royal Commission on Transportation. 
A number of informal discussions were held throughout the year between the 
Board of Transport Commissioners, Railway representatives, and other 
- .interested parties, in addition to formal hearings in Ottawa on May 15th, 
September 10th, and January 10th, 1952. Further hearings have scheduled 
by the Board for March 17th, 1952. 


Passenger Trafjic 


16. Passenger revenues showed a 19% improvement over the previous year 
as a consequence of increased patronage, chiefly attributable to the large move- 
ment of immigrants and displaced persons into Canada. Increased tourist and 
party travel, together with military movements, also contributed to the total 
‘of 17.3 million passengers carried during the year. Total passenger miles rose 
by 14.5% partly because of an increase in the average passenger Hang Si from 
84 to 93 miles. 


17. A modest amount of additional revenues resulted from various small — 
increases in passenger fares. Certain increases in the minimum charges for 
sleeping and parlour car accommodations were also brought into effect during 
the year. 


Express Traffic 


18. Increased charges and a record number of express shipments con- 
tributed in roughly the same proportions to an increase in express revenues of 
almost 19%. 


19. Increases were applied to special long distance and package rates on 
April 2, co-incident with a rise in parcel post rates, and on June 4 commodity 
rates on fish were increased upon authorization by the Board of Transport 
Commissioners. 


20. The number of express shipments amounted to 23,154,755, representing 
an-increase of more than 5% over the previous year. 


Communications Traffic 


21. Substantially increased patronage in both commercial message and > 
private wire business was the principal cause of a 14% increase in gross 
revenues of the Communications Department. A contributing factor was the 
higher average revenue per message, in part reflecting an increase of approx- 
imately 18% on Canadian traffic authorized by the Board of Transport Com- 
missioners and made effective on November 1. 


OPERATING EXPENSES 


22. The increased revenues described pie were more than offset by higher 
operating expenses, which rose by 17.4% to a new peak. Higher wage rates 
were the most significant element in increased costs. Greater expenditures for 
maintenance and transportation incidental to the higher volume of business, 
together with increased prices of materials were important contributing factors. 
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. Employee Compensation 


23, Increased compensation on both Canadian and American lines of the 
_ System resulted in an increase of $33.9 million in operating expenses during 

1951. The major change was an increase of 20% in the hourly wage rates of 

non-operating employees, consequent upon the introduction, on June 1, of a 
_ 5-day 40-hour week with maintenance of take-home pay. This was part of the 
final settlement determined by the award of Mr. Justice R. L. Kellock in the 
dispute with non-operating employees, as described in the annual report for 
1950. “Ad 


24. Increased compensation’ was also provided for in wage settlements 
reached during March with operating employees on steam lines in Canada, and 
with non-operating employees on System lines in the United States. Other 
agreements were negotiated during the year with various smaller groups of 
employees. 3 

Prices 


25. The prices of all railway materials, as measured by a composite index 
based on 1936-38=100, rose by 9.7% during 1951, bringing the index to 220.5. 


26. It is estimated that price increases added $12.3 million to operating 
expenses during the year. Had year-end prices been in effect throughout 1951 - 
this sum would have been increased by approximately $5,000,000. 


OTHER INCOME ACCOUNTS 


27. The net debit arising from this group of accounts was reduced by $4.5 
million. Part of the reduction was accounted for by the payment in 1950 of a 
premium amounting to $958,000 on bonds called for redemption, for which there 
was no corresponding expense in 1951. 


z 28. Amounts totalling $2,488,000, credited to income account, were derived 

| from the sale of land to Abitibi Power and Paper Company, and the sale of the . 

. Rail and River Coal Company property, as described under ‘‘Property Invest- 
ment Account”’. 


29. As a result of the appreciation of the Canadian dollar during the year 
the cost of exchange on the purchase of United States funds was $612,000 
lower than in 1950. . . 


, 

1 : 
Hotel Operations 
30. New peaks in both the gross revenues and operating expenses of nine 
Canadian National hotels and three summer resorts were recorded during the 


year. Net operating income was $588,485 compared to $565,853 in 1950. 


| 31. Gross revenues, amounting to $9,249,902, showed an increase of 
5 per cent attributable to increases in room rates and meal prices at the nine 
year-round hotels, and to a modest increase in patronage of summer resorts. The 
_ number of guests accommodated at year-round hotels declined slightly to 
667,948. 

| 


32. Operating expenses increased by 5 per cent to $8,661,417 due to charges 
for futher replacements and retirements of facilities, higher prices for materials 
and supplies, and the cost over a full year of the 4c wage award to hotel 
employees on August 31st, 1950. 


Property Investment Account 


33. As shown on page 32, expenditures on additions and betterments, less © 
the book value of property retired, amounted to $85,778,826, of which 
_ $57,183,076 represented net expenditures on equipment. 
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34. A description of the equipment acquired during 1951 will be found . 
on the top of page 42, which also shows an inventory of equipment at the 
year-end. 


35. Major improvements to road property are dealt with under appropriate 
heading later in this Report. 


36. New construction and improvements in System Hotels were advanced 
during 1951. The floors of the new fifteen-storey wing of the Macdonald Hotel 
in Edmonton were completed and the building closed in up to the fourteenth 
storey by the end of the year. At St. John’s, the rehabilitation and modern- 
ization of the Newfoundland Hotel made considerable progress and is expected 
to be completed in 1952. 

37. Important property acquisitions during the year included the purchase 
of two small railway lines. The properties of the Quebec Railway, Light and 
Power Company were acquired in order to integrate rail operations between 
Quebec City and Nairn’s Falls on the north shore of the St. Lawrence River. 
The electric lines of this Company extended for a distance of 25 miles from 
“Quebec City to St. Joachim, making connections at the latter point with 
Canadian National lines terminating at Nairn’s Falls. The New London Northern 
Railroad Company was acquired in order to effect a saving in rentals and taxes 
to which the Central Vermont Railway, a subsidiary of the Canadian National, 
was obligated by virtue of a 99-year lease. This line comprises 121 miles of 
main line between Brattleboro, Vermont, and New London, Connecticut. 


38. A general office building was purchased in Detroit for the accom- 
modation of Grand Trunk Western Railroad staffs hitherto occupying rented 
premises. 


39. Major property retirements involved the sale of land and coal 
properties. The assets of the Rail and River Coal Company, located at Bellaire, 
Ohio, were soid following a careful study which established that ownership 
no longer afforded any special advantage to the Railway. Some 633,000 acres 
of land grant lands adjacent to the railway line between Fort William and 
Sioux Lookout, Ontario, were sold during the year to the Abitibi Power and 
Paper:Company Limited. These lands were previously under a long term lease 
which conveyed timber cutting rights to the Paper Company. The sale price 
was $1,600,000 with a reservation of such of the lands as may be required for 
further use by the Railway. 


40. The following rail lines were abandoned under authority of the Board © 
of Transport Commissioners and the Interstate Commerce Commission: 


Distance — 
Port Hopes to: Millbrook Ontariowe 1... 3 we4). tne 16-6 Miles 
Cass. City to. Bad sAxe*-Michigan’ (Rei ack ee 18-3 Miles 


Financing 

41. On January 15th, 1951, a $13,500,000 issue of 22 per cent Ten Year 
Serial Equipment Trust Certificates, maturing in twenty semi-annual instal- 
ments, was sold at a cost of 2:95 per cent. The issue provides approximately 
75 per cent of the cost of the new equipment covered by this Trust agreement. 

42. $48,022,000 of 44 per cent Bonds payable at the holder’s option in 
Sterling, Canadian or United States funds, outstanding in the hands of the 
public, matured on September Ist, 1951, and funds for this redemption were 
borrowed from the Government of Canada. 
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43. The net increase in borrowed capital, as shown on Page 36, amounted 
to $73,893,054. The balance of financial requirements were obtained from 


depreciation reserves. 


OPERATING PERFORMANCE 


1. Improvements in efficiency due to technological advances, though grad- 
ual and often masked by random factors, can be traced in the record of operat- 
ing performance over a reasonably long period of time. 


- _. 2. The year 1951 was a record year of industrial activity and rail traffic, 

and it is appropriate to compare it, in respect of the units in operating perform- 
ance, with the year 1928, since this was the peak traffic year of the inter-war 
period. | 

3. During this interval of time striking improvements have been recorded 
in the utilization, capacity, and unit output of the Railway’s equipment. The 
mileage obtained per serviceable freight car day increased from 32:6 to 45, 
and the daily mileage of serviceable freight locomotives rose from 107 to 152. 
The average carload increased from 25:2 to 29-9 tons, while the average 
freight train increased from 1409 to 1749 tons. Average freight train speed 
rose from 13-1 to 16-1 miles per hour, and gross-ton miles per train hour—a 
highly significant composite measure of performance—increased from 18,500 
to 28,100. For comparative purposes these figures exclude the Newfoundland 
District. 

4. The overall comparison shows that in quantity the Canadian National 
has furnished 58% more freight transportation with 12% fewer locomotives’ 
and 12-4% fewer freight cars, and in terms of quality the average speed has 
been raised by 23%. This improvement was accompanied by a significant 

- decline in fuel consumption, and the use of relatively less manpower. 


TECHNOLOGICAL IMPROVEMENTS 


Motive Power 


5. In terms of equipment the diesel locomotive continues to offer the most 

promising field for improved efficiency. Following the completion of a com- 

_ prehensive study, approval in principle has been given to a five-year pro- 

_ gramme of partial dieselization directed towards those freight, passenger, and 

yard services where relatively intensive utilization of locomotives can be 

obtained, and advantage taken of the greater availability and lower operating 

_ costs of this type of power. This programme will involve large capital expen- 

_ ditures, and can only be justified by the substantial economies made possible 

- not only in train operations but also through the rearrangement of servicing 
and repair facilities. 

6. The Canadian National was the first railway in North America to experi- 
ment with diesel-electric locomotives. During 1951 the addition of 103 diesel 
units, including 39 switchers and 10 road switchers, brought to 280 the total 
- units in service at the year-end, at which time approximately 17% of all 
_ through freight traffic on the System was being hauled by diesels. A modest 
increase in this type of power will be made in 1952 but more servicing facili- 
ties must be provided before additions can be substantial. Meanwhile a train- 
ing programme for personnel who will be engaged in operating and maintain- 
ing diesel locomotives has been organized and is in active operation. 
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7. Developments in the field of the gas turbine locomotive continue to be 
watched with interest. Some progress has been made with the oil-fired gas 
turbine in the United States and Europe, where a few units are being tested 
in service. Coal-fired gas turbines are still the subject of considerable experi- 
mentation in the United States and Canada, though no locomotive is yet in 
operation. Tests are being conducted at McGill University in this field, and 
have been followed with particular interest by the Company’s technical 
officers, who have lent assistance wherever possible. 


8. Developments in other types of motive power, such as the diesel mech- 
anical-drive locomotive, are also being carefully observed. 


9. The programme of converting steam locomotives on the Western Region 
from coal to oil-burning was deferred during the year because of some uncer- 
tainty respecting future supplies of bunker “C” oil. The supply position hav- 
ing been made secure, it is expected that 42 locomotives: will be converted 
to oil-burning in 1952. 


Freight Equipment 


10. Consideration is being given to the use of light-weight metals in the 
construction of freight cars. An aluminum-sheeted box car and an aluminum 
hopper car were obtained on loan for test purposes, and experience with the 
the latter unit has led to the purchase of 5 aluminum hopper cars to permit 
of more extensive tests in actual service. 


11. Continued study is being made of the various components and materials 
used in freight equipment with a view to achieving economies through greater 
durability, lighter weight and reduced maintenance expense BSS Ms with 
safety in operation. 


Passenger Equipment. 


12. Substantial progress was made during the year in a continuing pro- 
gramme of reconditioning passenger equipment. The major part of the work 
consisted of air-conditioning 22 coaches, converting 14 units to combination 
passenger-baggage cars, and the modernization of 12 sleepers,.5 parlour cars 
and 3 other units of passenger equipment. 


13. Further study was made of the possibilities of diesel railcars for use 
in short passenger runs where traffic is relatively light. Tests were conducted 
with a new streamlined stainless steel unit of American design, and useful data 
on performance was obtained under varying conditions of operation. These units | 
though capable of combination into short trains, are not designed to haul trailer 
coaches. Diesel railcars with matching trailers have been in use on the System 
for over 25 years; during 1951 one set of this equipment was completely moder- 
nized and its performance in actual service will determine policy with respect 
to future conversions. Delivery of 6 new light-weight electric cars and 12 
matching trailers for suburban services through the Mount Royal Tunnel was 
originally scheduled for the summer of 1951 but is not now expected until 
mid-summer of 1952. 


Signalling and Track Equipment. 


14. Installations of Centralized Traffic Control signals on two strategic 
sections of main line were proceeded with during the year. On the 148 miles 
of line between Foleyet and Hornepayne, Ontario, where 4 transcontinental 
passenger trains and as many as 21 other passenger and freight trains meet 
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and pass daily, installation was completed and the equipment placed in service 


late in the year. On the Holly Subdivision, an important 35-mile link between 
double track lines at Pontiac and Durand, Michigan, installation of this modern 
signalling equipment was advanced to approximately 70% of completion. 


15. Work was continued during the year on a long term programme which 
will eventually provide automatic block signals on the 512 miles of main line 
from Jasper, Alberta, to Port Mann, B.C., the operating terminal serving Van- 
couver. Installation was completed on the 43 miles of line between Jasper and 


Red Pass Jct., B.C., bringing the total to 159 miles of automatic signals in service: 


in this area at the end of the year. 


16. The mechanization of track maintenance was advanced by the purchase 
of 5 mobile, multiple-unit power tie tampers and a considerable number of 
smaller power tools for use by section forces. A saving of both time and 
expense was achieved by the rental of 2 mobile ballast cleaners, which were 
employed in cleaning 310 miles of high speed rock eagle track between 
Montreal and Chicago. 


Communications. 


17. During the year a. programme aimed at achieving a 60% increase im 
carrier channel mileage was launched in order to adjust capacity to the steadily 
rising trend of demand. Because of serious delays in equipment deliveries, only 
about 15% of the programme was completed by the year-end. — 


18. A three-year programme of modernizing equipment assigned to the 
Canadian Broadcasting Corporation programme network service was completed 
to the extent of 65%. Plans were also developed during the year to modernize 
the, internal telegraph and telephone system of the Canadian National Railways. 


19. New operating methods and techniques were examined with a view 
to achieving greater efficiency, and plans were studied for the more extensive 
use of mechanized equipment. 


Other Research. 


20. The improvement of specifications, the testing of material supplied to 


the Company, and the development of improved control techniques in the use 


of fuel and other materials continued to receive the attention of the Railway’s 
technical officers. Among the projects undertaken by the Research and Develop- 
ment Department during the year were experiments aimed at effecting a better 
utilization of coal in steam locomotives, the development of a rust inhibitor to 
control brine corrosion, and improvement of journal lubrication. 


21. Further investigation has been conducted into the problems associated 
with mechanical refrigeration, and an experimental installation in a freight 
refrigerator car will be made in the near future. The development of a new 
type of air-conditioning, lighting and heating equipment for passenger cars is: 
proceeding in conjunction with an English engineering firm. } 


22. In co-operation with the Canadian Pacific Railway standard specifica-- 
tions were drawn up for automobile, flat, gondola, and hopper cars, and in: 
addition agreement was reached on various structural details of passenger 
cars. This measure of standardization will prove beneficial both to the: 
manufacturers and the Railways. 
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CONDITION OF THE PROPERTY | 


23. An intensive shopping and repair program was concentrated on loco- 
motives and freight cars during the year and resulted in substantial improve- 
ments in the percentage of serviceability of this equipment. A slight increase 
was registered in the serviceability of passenger car equipment. 


24. The acquisition of 5,000 box cars during 1951, partly offset by the 
retirement of 1,274 old cars, was of considerable assistance in meeting an 
unprecedented volume of traffic particularly during and after the harvesting 
of the western grain crop.. Generally speaking, in respect of other freight 
car equipment the underlying condition of shortage remains. The situation 
should, however, improve progressively as deliveries are made during 1952 
and 1953 of the equipment for which orders are outstanding or anticipated. 


25. No new passenger-carrying cars were added to the inventory of equip- 
ment during 1951. The continuing steel shortage and congestion of production 
schedules, arising out of industrial requirements essential to defence pre- 
paredness, are likely to defer until at least 1953 the delivery of new equipment, 
and in consequence heavy pressure on the available supply of the newer types 
of cars can be expected during seasonal travel peaks. 


26. The state of maintenance of the road bed, track and structures can 
be described as generally satisfactory, but in some instances does not measure 
up to the standards planned at the start of the year. This situation can be 
attributed to shortages and-slow deliveries of materials, notably steel products, 
and to the strain imposed, during a period when labour was relatively scarce, 
by the necessity for recruiting and training the additional workers required 
by the introduction of a 5-day 40-hour week on June 1. Considering the 
arrears of maintenance and the backlog of necessary improvements which 
still persist from the war period, the effect on the property is significant. An 
intensive survey, reaching down to divisional level, is currently under way 
with a view to assessing as accurately as possible the extent and degree “of 
deferred maintenance. 


Terminal facilities 


27. The high volume of traffic and intensive industrial development, which 
have characterized the expansion of the Canadian economy, have resulted 
in serious congestion in many of the Company’s terminal and yard facilities at 
major centres. This problem, which is compounded of obsolete layout and 
inadequate capacity, has been receiving systematic and comprehensive study 
with a view to making such improvements, both in facilities and operating 
methods, as will provide a measure of immediate relief during the period 
which must intervene before long term remedies can begin to take effect. 
Encouraging progress was made in this direction during 1951. 


28. A number of terminal projects in hand at the beginning of the year 
were progressed as rapidly as supply conditions permitted. In the Bonaventure 
freight terminals a four-storey office building, a short extension to the inbound 
shed, and the shed office building were approximately three-quarters com- 
pleted at the year-end. Continued progress was made on the rearranging 
of the track structure in the Central Station area, a phase of the Montreal 
Terminal Development Plan, and work is expected to be finished by the end 
of 1952. At Point St. Charles shops in Montreal, the new paint shop was 
approximately 70% finished and track alterations were completed in prepara- 
tion for the construction of a new diesel shop extension. The rearrangement 
of tracks and enlargement of Mimico yards in Toronto Terminals was brought 
close to completion during the year. 
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29. A special problem is presented by congestion in the Montreal terminal 
raea, which not only serves a heavy concentration of industry but is also a 
- focal point for through freight traffic to and from the Maritime Provinces and 
_ the United States. Turcot yards, the main facility, are hemmed in near the 

‘centre of the city, and as a practical matter it is not possible to expand capacity 

sufficiently to accommodate the steadily growing volume of traffic. Long range 

plans have, therefore, been formulated for the construction of a modern hump 
yard in the Cote de Liesse area to be used for the marshalling of trains. 
_ Meanwhile, as a necessary interim measure, work has been proceeding on 
a program of track extensions in Turcot yards, which facility will eventually 
be required as a storage and supporting yard. 


GENERAL 


THE ECONOMIC ENVIRONMENT 


1. The year 1951 carried forward in record breaking measure the process 
of growth and development by which Canada has begun to evolve into a 
- more diversified and better balanced economy with a broad industrial structure 
: giving promise of support to a larger internal market. While the rapid delevop- 
ment of mineral and forestry resources has been most noticeable, there has also 
been substantial expansion of secondary and manufacturing industries. Mean- 
_ while the steady growth of the world’s population has underscored the 
, importance of Canada’s farm and fishery resources. 


2. Typical of development in the mining industry have been the extensive 
and continuing. discoveries of iron ore in Ontario, Quebec, and Labrador, and 
of petroleum and natural gas in the Prairie Provinces and British Columbia. 
- Far from being a deficiency country in these basic materials, Canada bids fair 
shortly to become one of the world’s major sources of supply. The development 
_ of new processing industries is illustrated by the actual or planned construction 
of plants for the treatment of titanium, nickel, zinc and sulphur. Further 
evidence of the trend toward industrial maturity is seen in the manufacture 
of textile synthetics, industrial chemicals including petro-chemical products, 
and a range of steel products some of which have never before been “produ 
in Canada. 


3. The quickening pace of resource development, accompanied by a growing 
_ population, has led to the achievement of a new record in national output. 
The Gross National Product in 1951, adjusted for price changes, appears to 
_ have been no less than 90% higher than in 1939. 


4. As the largest public utility serving the nation, es Canadian National 
is continuing to play a vital role in this process of expansion. 


: 5. During 1951 more than 194,000 immigrants entered the country, the 
largest inflow since 1913, and 294 sepcial trains were operated by the Canadian 
_ National from ports of arrival to accommodate immigrants from overseas. 
Trained staffs of interpreters and other experienced personel were used 
d extensively in carrying out the reception and transportation arrangements. 


| 6. Throughout the year a considerable number of firms planning new plant 
locations availed themselves of the technical and consulting services provided by 
the Company’s industrial development officers. 


7. Consideration has been given to the acquisition of the National Harbours 
Board trackage on both sides of Burrard Inlet, with a view to encouraging 
development of a new and large industrial area on the North Shore of Vancouver 
Harbour. However, no agreement has yet been reached with various municipal 
authorities in respect of operation over the Second Narrows Bridge. 


20 SESSIONAL COMMITTEE 


8. In order to provide direct access to factories, warehouses, and other 
industrial establishments in various parts of Canada, 223 industrial spur tracks 
totalling 43.7 miles in length were constructed during the year. The longest 
of these spur lines, 5.8 miles in length, was constructed from Forestburg, Alberta, 
to the Forestburg Collieries, where strip mining operations have begun. Another 
spur line of 4.8 miles was completed from the former National Transcontinental 
line near Barraute, Quebec, to the properties of the Barvue Mines Limited, 
where major deposits of zinc ore have been located. 


New Branch Lines 


9. The strategic position of Canadian National lines in relation to the 
economic frontier has been demonstrated by significant developments in north- 
ern Manitoba and northwestern British Columbia. 


10. During the year a request was made for the extension of the Canadian 
National branch line terminating at Sherridon, Manitoba, to the site of extensive 
nickel, copper and cobalt deposits at Lynn Lake, approximately 150 miles north 
of Sherridon. After a study of the economic factors involved, recommendations 
were made and the necessary authorization obtained in the late summer to 
proceed with construction. By the end of the year the line had been surveyed 
for a distance of 54 miles as far as the crossing of the Churchill River, approx- 
imately 21% of the surveyed right-of-way was cleared, and 7 miles of roadbed 
were graded. Under an agreement with the Sherritt-Gordon Mines Limited, 
the objective is to have the line ready for service by October, 1953. 


11. Large scale developments centering around the construction of an 
aluminum reduction plant in the vicinity of Kitimat, British Columbia, approxi- 
mately 70 miles southeast of Prince Rupert, have given rise to a proposal for 
construction of a branch line approximately 46 miles in length to connect with 
the Prince Rupert line of the Canadian National. After careful investigation 
of the financial considerations involved, this project has been recommended by 
the Management and is now awaiting final authorization. 


Other transportation developments 


12. The construction by the Federal Government and the Government of 
Nova Scotia of a causeway across the Strait of Canso is scheduled to begin in 
1952. This will provide a continuous rail link in place of the train ferries now 
in operation. 


13. A further significant improvement in facilities for handling traffic to 
and from Newfoundland is anticipated from the construction, to be undertaken 
by the Federal Government, of a modern icebreaking ferry for service between - 
North Sydney, Nova Scotia, and Port aux Basques, Newfoundland. The new 
ferry will be of special design, and will employ a type of portable freight 
container, adaptable for use on Newfoundland railway equipment, which will 
not only speed up freight handling but reduce loss and damage resulting from 
transshipment between boat and rail. 


14. Another notable development in the field of transportation is the 
northward extension of the Pacific Great Eastern from Quesnel to Prince 
George, British Columbia, where it will link with the Canadian National line 
to Prince Rupert. 


The St. Lawrence Seaway Project 


15. The prospect that Canada will, if necessary, proceed without par- 
ticipation of the United States in the St. Lawrence Seaway Project is of 
immense significance to the Canadian economy. 
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16. The deepening of the canalized St. Lawrence Waterway to provide for 


a minimum draft of 27 feet, taken together with the very substantial develop- 


ment of hydro-electric power, will undoubtedly have an effect upon the railways 
in general and the Canadian National particularly. Bulk commodities previously 
moving by rail because of the limited capacity of the existing canal system may 
move by water, and the availability of ports on the Great Lakes to ocean 
shipping may result in some diversion of traffic. Offsetting these adverse 
factors, however, will be the industrial development which may be expected 
from the availability of cheap power, water and rail transport in a concentrated 
area. The general conclusion must be that while there will be a period of 
readjustment following the construction of the St. Lawrence Deep Waterways, 
it is unlikely that there will be permanent adverse effects upon the Canadian 
National. There is, however, a problem of major importance in ensuring that 
Canadian National facilities will be given their proper place in the industrial 
pattern which will emerge from the completion of this project. 


The competitive framework 


17. The range of requirements for transportation services is so wide that 
no single medium of transportation can meet the demands of industry and the 
travelling public. The railways in Canada are faced with selective competition 
from air, water, and land transport enterprises, each of which is specialized by 
reason of advantages derived from their particular techniques of operation. 


18. The airlines, for example, are specialized in speed of movement and are 
patronized by those who are willing to pay a premium for the fastest possible 
service. The quickening pace of Canadian economic life has brought the air- 
lines into strong competition for passenger and mail traffic, and to a lesser 
degree for the movement of goods. 


19. Water carriers are specialized in low cost bulk movements of goods in 
which the speed of service is not a critical factor. This is illustrated by the 
fact that the great bulk of the western grain crop normally moves, during the 
navigation season, via Fort William and Port Arthur through the Great Lakes. 


20. Pipelines can show decisive cost advantages over rail tank cars in the 
movement of petroleum and petroleum products under conditions where a 
steady and very large traffic volume can be assured over a sufficient number of 
years to amortize the initial costs of the construction. Oil pipelines are still a 
relatively new development in Canada and further construction can be expected. 


91. Commercial road vehicles have certain characteristics which make them 
particularly suitable for short haul traffic moving in relatively small volume. 
Truck competition bears on the most valuable classes of freight traffic and in 
recent years has expanded rapidly in the long haul field. 

22. Despite the growing pressure of these competitive factors the railways 
must continue to serve as the principal facility of land transportation, because 
only the railways have the capacity to supply cheap all-weather transportation 
in large volume over continental distances. 


Highway Competition 

23. The present limits to the profitable operation of trucks in competition 
with the railways are governed primarily, not by the relative technical or 
cost advantages of road and rail transport, but by the margin between trucking 
costs and railway rates. The railway rates are not uniformly related to operat- 
ing costs; generally rail charges are relatively low on basic commodities and 
relatively high on processed goods of greater market value. The success 
of trucking firms in diverting valuable traffic from the railways in the long 
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haul field can largely be attributed to the artificial advantage of operating 
against a railway rate structure of this kind, rather than to inherent technical 
superiority. 

24. The problems which emerge from this set of circumstances are com- 
plex and will not yield to any single or simple solution. In the sphere of 
action open to Management, attention has been concentrated on improving 
service to the public and increasing the efficiency of operations. This objective 
has been assisted and can be further advanced, by the co-ordination of rail and 
highway services. In this connection the most promising field is to be found 
in providing supplementary or substitute services on the highway co-incident 
with the curtailment of rail operations on branch lines where, as a permanent 
condition, traffic revenues fall short of meeting direct costs. In general the 
policy of the Management is to employ road transport as an adjunct to basic 
rail services. Wholesale and indiscriminate entry into bus and truck operations 
is not contemplated. 

25. Pursuant to this policy, 8 small scale trucking services and 2 bus 
services were inaugurated during the year. By virtue of a license secured from 
the British Columbia Public Utility Commission, an autobus service was 
begun between Prince Rupert and Smithers, BiG: The Mackenzie Coach 
Lines, providing a bus service in New Brunswick and Nova Scotia, were operated 
jointly with the Main Central Railroad, thus affording a bus route from 
United States points to Sydney and Halifax. Other such services have 
been planned and are awaiting action; for example the Canadian National 
proposed to the Province of Prince Edward Island a plan for bus and truck 
service co-ordinated with railway operations, which would greatly improve the 
quality of transportation in that Province. This proposal is now under active 
consideration. 


ROYAL COMMISSION ON TRANSPORTATION 


26. The Report of the Royal Commission appointed on December 29, 1948 
to inquire into transportation problems in Canada was made public on March 
P5thy, 1951: 


27. Based on the recommendations in this Report, a number of important 
amendments have been made to the Railway Act giving certain responsibilities 
and directions to the Board of Transport Commissioners, affecting particularly 
the regulation of railway rates. 


98. The amendment to the Railway Act under Section 332A defined the 
national policy in respect of equalizing freight rates. In this and in other 
amendments certain stipulations have been made in permissive terms leaving 
to the Board the exercise of their judgment in the final disposition of each 
case. Representations by the Canadian National in respect of such matters 
as the method of equalizing freight rates, and the determination of a uniform 
system of accounts, will be made at the appropriate time to the regulatory 
authority. 

29. Pursuant to a recommendation by the Royal Commission, legislative 
provision has been made for the payment of a subsidy to the Canadian National 
and the Canadian Pacific towards the cost of maintaining trackage in a defined 


area north of Lake Superior. The amount of the subsidy, not to exceed $7 - 


million annually, is to be determined by the Board of Transport Commissioners. 


30. The Report of the Royal Commission also called attention to the need 
for a more positive attitude toward railway line and service abandonments. 
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In addition the ‘Commissioners’ views on railway Spee aTIESC of truck lines 
were set forth in these terms: 


It would seem that operation of trucks may be an essential and 
complementary part of railway operation, more especially in view of 
changing conditions. Under these circumstances it does not appear 
reasonable that railways should be prohibited from operating trucks or 
truck lines. There is no evidence to show that there is danger at 
present of the railways stifling competition by ownership of trucks. 
This would be a matter to be dealt with if and when the occasion arises. 


These observations lend objective support to the policy of the Canadian 
National as enunciated in the preceding section. 


Recapitalization 


31. The Canadian National has never failed to meet operating expenses, 
but except for the years 1926, 1928, and 1941-45 has been unable to meet the 
heavy fixed interest charges with which the System has been faced since its 
inception in 1923. The Royal Commission, having studied the evidence presented 


‘in public hearings, reported: 


“The Canadian National Railways has established a case for reduction 
of its fixed charges and for the desirability of the Company being able 
to accumulate out of earnings a reserve or ‘something to come and go on’.” 


32. It is expected that the measure of relief recommended by the Com- 
mission will be made available to the Railway in 1952. 


CO-OPERATION UNDER THE a NATIONAL- teehee Raa 
PACIFIC. ACT, 1933 


33. Under an amendment enacted in 1951 to the Canadian National- 
Canadian Pacific Act, the Canadian National is required to report annually on 
co-operative activity. 

34. Joint study is being given to the extension of passenger train pooling 
and to the abandonment of functionally duplicate rail lines between the follow- 
ing points: ' 


Distance 
Middleton-Bridgetown, Nova Scotia: ..i.0 0. ...60.. 13-2 Miles 
Weouise-Delorame, Manitobarny soa iy he oe oe GL a 56-3 Miles 
hea ibore=Betlans Manitopa ced eale iol cum 3 oe 75:2 Miles 
Reston, Manitoba-Wolseley, Sask. .......0..6.0....5-- 122-4 Miles 
iancdon-peiseker. Alberta ee Arlo lies clone = 32-6 Miles 
Peon iis Ui Ln (APD CEU ee Birdy as leitelarg. wide Paes amale cans an 71-2 Miles 


35. Co-operative projects in effect during 1951 were estimated to produce an 
annual joint economy, under the economic and traffic conditions at the time the 
measures were instituted, of $1,189,240 per year. It has not proved possible to 
estimate the annual value, at the time of this Report, of those continuing 
co-operative measures. In future Reports this information will be supplied. It 
is reasonable to anticipate that the current joint economy will be in excess of the 
figures shown. In addition to those projects where a definite economy could be 
estimated, there are other forms of co-operative action in effect which are pro- 
ductive of substantial but indefinite benefits. 


36. The Canadian National-Canadian Pacific Act extends beyond normal 
business relations and imports into an agreement the element of national 
interest giving sanction to action which would otherwise be unlawful. In 
addition to co-operation under the provisions of the Canadian National-Canadian 
Pacific Act, there has been and continues to be a great deal of co-operation 
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between the two Companies, as evidenced by long-standing agreements for — 
joint use of terminals, joint running rights, joint switching and other types of 
operation, detouring agreements for use of each others’ lines in cases of 
necessity, as well as joint ownership of properties. 


37. The duty laid upon the Management to pursue co-operative economy is 
being diligently discharged. 


EMPLOYEE RELATIONS 


38. With one exception the wage agreements made during March, 1951, with 
the operating trades employees are now open for negotiation, and discussions 
with the respective labour organizations are in progress. The two-year contracts 
with non-operating employees are subject to revision effective September 1, 
1952, and notices of intention to seek revision of the current agreements may 
be served by either of the parties within 60 days of that date. 


39. The Executive Order, dated August 27, 1950, of the United States 
Government placing all railways in the United States under Federal control is 
still in force. This Order, which affects Canadian National and subsidiary lines 
within the United States, arose out of a threatened strike by employees of the 
operating trades. Agreements were made with the trainmen’s organization in 
May, 1951 but have yet to be concluded with the engineers, firemen and 
conductors. 


Pensions 


40. A revision and improvement of the Canadian National pension plan has 
been made effective as from January 1, 1952. 


41. The new plan is the product of many months of study during which 
Management has had the benefit of advice and co-operation from the employees’ 
representatives. 


42. A brief description of the revised plan is contained in an Appendix to 
this Report, as reproduced from an explanatory circular to employees and 
pensioners. 


Personnel 


43. Further progress was made during 1951 in the development of a broad 
staff function for the Personnel Department, in order that Management may 
deal more effectively with the human resources which are the Railway’s 
greatest asset. The responsibilities of the Personnel Department include the 
provision of assistance to line management in selecting, training and promoting. 
employees, the application of modern techniques to personnel administration, 
and the co-ordination of all aspects of personnel policy. 


44. A system of personnel appraisal and job evaluation has been planned for 
the non-scheduled employees, beginning with junior supervisory positions. For 
this purpose a comprehensive series of records, including a personnel inventory, 
is in course of preparation. 


45. The Office Services Branch of the Personnel Department has been 


actively engaged in studies of office equipment, methods, and procedures, giving 
asssitance in this field to other Departments in the organization. 


46. Employment Bureaux are now in opreation at Winnipeg, Toronto, 
Montreal and Quebec City. The Bureaux facilitate the transfer of employees 
between Departments and perform the specialized task of interviewing and 
processing candidates for employment. In due course these offices will be 
expanded both in number and in function. 
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47. The Labour Management Co-operative Plan continues to provide an 
important channel of communication between employees and supervisory officers 
at successive levels of authority. The Suggestions Plan, which is open to all 
employees, has also proven successful in developing constructive ideas to the 
mutual benefit of the Company and the employees.. In these and in other 


’- directions encouragement will be given to activities which contribute to the 


development of sound employer-employee relations. 


APPENDIX 


Brief Description of the Revised Pension Plan for Canadian National Railways 
The revised plan is in two parts. 


Part 1 is the existing plan with some amendments designed to make 
better provision for present and future employees who become disabled, and 
also for early retirement. It. provides a basic pension of $25 per month at the 
expense of the Company and also for a supplemental pension at the joint 


_expense of the Company and the employee. It is optional with the employee 


whether he contributes or not. He may contribute an even percentage of his 
compensation from 1% to 10% and the Company will match his contribution 
after 10 years’ service but not in excess of 5%. The amount of the supplemental 
pension is that which the joint contributions with compound interest will buy. 
The plan makes provision for benefits for service prior to 1935 when the 
present contributory plan was established. 


The employee may select the type of pension he wishes, that is to say he 
may elect to take it in the form of an annuity payable during his lifetime, or 
payable during his lifetime but guaranteed in any event for either 5, 10, or 15 
years, or in the form of a joint life and last survivor annuity. The amount of 
a guaranteed or survivor type annuity is of course less than the single life 
annuity but is the actuarial equivalent of the single life annuity. 


As amended the plan provides pensions for disabled employees provided 
they have attained age 50 with not yess than 20 years’ service. If the portion 
of the pension payable at the expense of the Company is less than $40 per 
month (on a single life basis) the Company will grant a special disability 
allowance so as to increase its portion of the pension to $40 until the employee 
reaches age 65. If an employee with these age and service requirements 
should die in service the Pension Board may grant a survivor benefit equal to 
one half the amount of such employee’s pension, on a single life basis, but 
excluding the allowance referred to. Such benefit will be payable during the 
lifetime of a surviving spouse, or for 10 years from the date of the employee’s 
retirement, whichever period is longer. 


Normal retirement is at age 65 with 20 years’ service, but provision is made 
for early retirement with reduced pensions. For each year below age 65, one 
additional year’s service will be required, so that an employee may retire at 
age 64 with 21 years’ service or age 55 with 30 years’ service, or anywhere 
between where the age and years of service add to 85. 


The optional and flexible provisions of Part 1 are considered by many 
employees to be preferable to a more rigid compulsory contributory plan. It 
allows employees considerable freedom to shape their railway pension to their 
needs as they see them. 


Part 2 is designed to meet the requirements of those who wish to obtain 


‘larger pensions and who are willing to join a plan under which contributions 


are compulsory. Employees will be covered by Part 1 unless they elect. to 
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_ transfer to Part 2, which election will be irrevocable. ou. will be eIveD ample 
time to make their election. _ ) 


Under this Part the employee must contribute 5% of his compensation and 
the Company will pay the balance of the cost. The pension will be a percentage, 
based on length of allowable service, of the employee’s average compensation 
during the last 5 or 10 years’ service whichever is more favourable to the 
employee. The percentage will be 1% for each year of service up to 20 years. 
14% for each year during the next 10 years, and 14% for each year over 30 
years’ service. Fractions of a year will be computed proportionately. This 
pension will be payable during the lifetime of the employee. On the decease of 
the employee one half the pension will be payable during the lifetime of a 
surviving spouse, or for 10 years from the date of the employee’s retirement, 
whichever period is the longer. 


A provision is also made for pensions to disabled employees. These benefits 
are available to employees who have attained age 50, who have at least 20 
years’ allowable service, and who are certified by the Company’s Chief Medical 
Officer to be unfitted for further service by reason of permanent physical or 
mental disability. If an employee with these age and service requirements 
should die in service the Pension Board may grant a survivor benefit similar 
in terms to the one referred to in the preceding paragraph. 


The normal retirement date is age 65 but a provision is made for early > 
retirement with reduced pensions, the age and service requirements being 
similar to those referred to under Part l. 


The pension benefits are conditional on the employee have paid 5% of 
his compensation throughout the period of his service from January Ist, 1935, 
or from the date he last entered the service if entry was later than January Ist, 
1935, until the date of his retirement. An employee whose total contributions 
prior to date of transfer are less than the required amount will be permitted 
to make good the arrears during his remaining service by additional contri- 
butions, or lump sum payments, but if arrears are not made good the pension 
will be reduced proportionately. 


An employee who transfers from Part 1 to Part 2 and who had contributed 
under the existing plan in excess of 5% of his compensation, will receive 
repayment for the amount of the excess. 


To Existing Pensioners 


The foregoing revisions are applicable to employees in the service at 
January ist, 1952, and who had not attained age 65 prior thereto. Effective 
July 1st, 1952, some revisions to existing pensions will be made so that there 
will be substantial equality in the treatment of pensioners then living with 
employees who will retire in the future. The following arrangements therefore 
have reference to pensioners who had retired before the new rules became 
effective. A pensioner who contributed during service the full 5% from 
January lst, 1935, to the date of his retirement may elect to have his pension 
computed as provided in Part 2. If he so elects, he must surrender his contract, 
his present pension will be terminated, and the revised pension will be payable 
from July 1st, 1952—not from the date of his retirement. There will be no 
option as to type of pension, the revised pension will be the single type 
provided for Part 2 pensions. If the pensioner is deceased, the right to elect 
is terminated; it is not available to a beneficiary. If the pensioner’s contribu- 
tions during service were less than 5% from January Ist, 1935, to the date of 
his retirement, then, subject to all the conditions mentioned, his pension will 
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be the proportionate part of the Part 2 pension to which he would have been 
entitled had he made the full 5% contributions. If the pensioner had made 
contributions in excess of 5%, the pension resulting from the excess will be 
continued in the type which the pensioner selected at the date of his retirement. 
The pensioner’s status with respect to such matters as his eligbility to receive 
a pension and the period of his allowable service will remain as determined 
under the rules in effect at the date of his retirement. As in the case of the 
revised plan a rule of limitation has been included. A pensioner who did not 
contribute during his service towards a supplementary annuity will continue 
to receive the basic or service pension to which he is entitled under the 
existing rules. . 
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30 'SESSIONAL COMMITTEE 


CANADIAN NATIONAL RAILWAYS 


: Consolidated Income Account — 
1951 
Raitw ay 4OrPeRATINGJREVENUES 
POOL ab Uke CN Mash visa tuaha elle vel 2s telete eae ol eee ate Lobe ee er erage $498, 800, 344 
PR enO OT 12/5, -h vy ls We soe alae cl eeleaeebeban edit cute & = 2st or ana 47,475, 661 
Ree crac, Sa ee Nee a es RAE OHS Sekt MOLE OMENS. hay’ o cog n a Msiee Eg 7,311,445 
Prpross Ceopartienite: tj. sie oats <2 womlepieaiee nels stole Cel oh eam samen 30, 670,031 
Communications department........... 0c ee eee cece eee etree tenes 12,032,631 
PRTG EOLA ae eh ae BER Saker eh beret SON iene a? aces oNE. 28,544, 008 
Total operating revenues. 7.2 costes 5 Se ne Fe 6 seine Meenas we $624, 834, 120 
Rainway OPERATING EXPENSES . 
Maintenance of way and structures.............. cee cece eee eee eee eee $111, 560, 852 
Mamtenance Of equipment.:,.:c20 cavavebter estan ar ress ween ore Bean 135, 319, 782. 
1 5 PA IE nl ea tice a MRC TRIS DEAN ais) SAN IA Pe rar BST Se Bl 10, 429, 825- 
PPP OTBDOLtAtiGN, & .\ crc. Bete ie a sklernareseh Meme ees Hauge see lehn « egy istaepe enre 291,366, 944 
Miscellaneoussoperations. <5.) 0.20.) .00's dis deleue wiv divide» Sse ae ntrue o Byole or 6, 262, 293 
YY CO a aah ne ea ein ne OR MR ie Ue era) aaa ree nnr Ten, BE 25,2107 $25 
Total operating expenses......... 6.66 cece eee eee eee ees $580, 150, 221 
Wet OPERATING (REVENUS, 4.00 coa aie ste aed ap eee he Fg $ 44,683,899 


TAXES AND RENTS 


TEARS tet noir hitb sa wile RMR oe ac LaanTONT Laren aitawel sanr lar aves oceaeair ete a aha 22 $ 11,573,914 
Equipment rents—Net debit........ 2.0... c cece cece eee eee neers 7,172,396 
Joint facility rents—Net debit............ 0.6: c eee eee ee ee eens 340, 140 
Porat TAXES AND ORENTS Sos 228 Ree kre ols eee ede, BE fe a fone .$ 19,086, 450 
Nero RAILWAY OPERATING. INCOMES.) fell en Pads oes eee $ 25,597,449 
OTHER INCOME 
TParnmiG trOR LGRSO OLTORC ray cme. Maw aly CAMO aes macs ene ee $ 51,499 
Miiscal laneous rent INCOME... ie tems a Be a ia ee <tc ngs Seo Meee 1, 109, 768 
Income from non-transportation property.............6 eee ee ee eee 609, 252 
Results of separately operated properties...........--.... sees ee eee 1,079,385 
Hotel operating income.” . 0.5.5). 05 be. os own ene Poor TPT Abe Rane Bae 588,485 
AO ATE OTT NCOTNE eke snes Ae ieee GS eae BGaggne im we eee ea lee 414,411 
TRATES ABGOING.8 ofa dhic crete Poel Re Tee cabs Ge wk Sraya, oD = een wepe aes wraletemes 2,242,019 
Miscellaneous inCOMe mass cue abe = cee stamens pele bUn Os Ga dine ree eae. 1,324,414 
POP AG ORs oe NOEs eae kk oe SEE he canteen oe ah neta lots ol aye amare 1,422,073 
TOTAL OTHER DUNCOMES ete bas Ran icles ete ne eae take Coats eras $ 8,841,306 
DEDUCTIONS FROM INCOME 
Wont fOr L6Ased TORUS. uk veh Tatts ie me ne WU ae tess mela ttere Mane te mania lons > $ 551, 554 
MeraealtaneOus TOUTE Me enka con eaters cle cade wheels! ao ela Gusta hao agit alert a alle ate 672,809 
WEIMCOLLANE OOS FAXOS She) Hire ace cine, og wale eo eles bis ab whe earings StasareueyyD 132, 559 
Titarast On uniunded Cebbnd. renee ks eee ch ope lespte pity cere Dit lam 236, 287 
Amortization of discount on funded debt...........-....eeee eee neces 573, 602 
Migcallancoug INCOME CHAPZES..0.5/ Foci nie cy oot eo 60 bee sake pew yma « 488,825 
TOTAL DEDUCTIONS FROM INCOME. . oc ic ces tien tee dee ene’ $ 2,655,636 
Net Income AVAILABLE FOR INTEREST............0-e2ceeeeeees $ 31,783,119 
INTEREST CHARGES 
Interest on funded debt—Public.......6 cs eee bec tew cer reste ces 23, 467, 703 
Interest on Government loans........... 6 ees eee e eee eet e eee tenes 23, 347,412 
PRCOMEDACACIS atin ak whe ies wis he's Gales a utin Pehle ee ae on Tula $ 15,031,996 


The fixed Charges of the System included in the above statement are as follows: 


Rent for leased FORMS & «cots ws Sa Cae pig le hia onan tm atte 551, 554 
Taterest-on-uniinded abt. <a: ...ocxjetecte ne piel» ip © ut tei oh ool are at en 236, 287 
Amortization of discount on funded debt..............:eeee eens 573, 602 
Interest on funded debt—Public.... <0. S.cswscecvac es swim enmegen 23, 467, 703 
Interest-on Government loans,.. 27.2.0 sceeb mine cct st we <s ofeiekt 23, 347,412 


$ 48,176,558 


1950. 


$445, 780, 004 
39, 889, 206 
7,984, 695 
25, 806, 125 
10, 556, 435 
23,815, 116 


$553, 831, 581 


$ 90,782,435 
114, 166, 205 
9,453,716 
250, 748, 104 
5, 408, 988 
23,437,631 


$493, 997,079 
$ 59,834, 502 


$ 11,944,611 
7,209, 310 
236, 251 

$ 19,390, 172 


$ 40, 444, 330 


$ 102,471 
1,101,463 
590, 038 

333, 267 

565, 853 
214,303 
2,620, 540 
1,999, 278 
75,844 


$ 6,936, 523 


§ 696, 285 
642, 082 

189, 883 

316, 282 
731,409 
2,388, 140 


$ 4,964,081 
$ 42,416,772 
24,019, 158 
21,658, 849 
$ 3,261,235 


——— 


$ 696, 285 
316, 282 
731,409 

24,019, 158 
21, 658, 849 


$ 47,421,983 
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RAILWAYS AND SHIPPING 


OPERATING REVENUES 


Dee PEPE re les iienicntin ty Sik ID. ete PMA I Ar waht ha dbs aiyeiccr See, 
. Payments under Maritime Freight Rates Act.............0.....20.. 


AO PS ee EG Diy ORS A SL UE A ca | Gl SR 


q EEOC OPN de Loic Lee alt Hci, yd UAL MER MEA ty clue (oy uhios ptuk eile ote cesti Ma vax st 
4 Rid ore or ha tates Sle (EL 48 RUINS a a ie aI SLIDE Bi 0 gh ae A ge Ah Ae 
i TOTIOT DUA COMI IOAR OE Shwe Ake ene a nny Gime ar oy meee) Sader Sua S 
3 Mail 
MR EHP wrt EA RN CC ete eh MCL npn SMU ame TIE MI kang a 
q RGSS ALGDATEMACHU Sar meee c hue sinh Nee ISA lade cd Millan ere Ber 2 
4 PULL AN FOR DVORSUALONGCY oc o's sta ihe tas CRM ae, ek daly oaks A Las 
Oiem pp xsseiicer= pra iii ke cs) aoe okey a PCO USES SR a. 


4 Re ee a Aly) a aa Oe wer Pe Ei | 


oly ciel ab ek ae Scenes hie a ARGe onal Pah dane ON se ONS i ee ag CI Oe EN MEER 
Vee COEE EA MST OT SUAM Tl tien aa Ri Rin lll: SL MMMM NET SOMO a fea Ag ELE i Ca 
PULSE VES CT 3 AY eV Lor WA oll RISA UR OS IS A NCaa YR IS sO Ng Me OM an Na 
VSS CA UT AN CSP eat ee oT Mere eae eet el Sra tan TN ag ONanR is Leip Sm Fd i Te ea es Dee dite 
AION EAL AUC OAL Privilemesen coc wastrel UME BOE Oy Galley | ue 
PAT COMP OOM na tiar el te ateeerens icf Pela. ee A Nin deat Dre nan fold siake ine ae 


a et hi alienate = 


Communications “Rey BSE aT 3) MANN NS ee cea DN i UMAR A A Do 7 Ae 
SLEPT an COnsMMaSIONS CUS.) eae arene ety inate aE RAS ste eb Lie 
MAP AANTele CACO oh rors Omea er an ng hd one, Cia Ti a Seen el a Fe) 
Hents OF DUMGINSS and Obher PrOpert yi a ok We ole CA OE ua 
Be CM ANOOU Sa ct RN a hire arc ee apres aka RL Nel etd SSG ER eT Pee Oe 
AOA GLLEL Veo OT aly tae Ou EN goth TR OUT A 2 geet aT fe 
ON CLG redo cee eet g Pare Tle Nats Uitn Ge nO UR CR Swe. 


OPERATING EXPENSES 


MAINTENANCE OF WAY AND STRUCTURES. 
DUDETINTENGENCEL MINT ane nha eet ml aly emt hue mM cote Vien ie cel way | Foon 
PUA Wk Ve TO ABTICOR ANCA Fie SCR NE Carn ee AA POM ie, eg 
AAMNE SANG: SUD WAY Sor fs ose ns owes Fo Oeste haat RFS EC MAR Nen RY les ch 
ipriuees. tresties and Culverts ios ciel ek. lee ler gue cee: ale 
Ties PUN yee ie Fann Ng NES REN RRR a ye AMS ANA Oa OE IO MME STE SN CO NS 


MTA Ckht A VAN CTANGLSUPLACINO san alr orion cpan eye Cet Me UNIT ah eee a is 
ences Snow sMecisran CASIO Se. cveehied eo ates Menten. Tet aea ON acer hen Sema 2 RF Age 
Se Men TOY AGL OUCO AIILM TAOS arcte irk ot x 7 pata ete nana et mee Aab, at eee 
PEs Sa Miele (ay SPP LH 6 Bi core ME iam aby © MLTR gro ON Cie aM i A Mr ey PRR yet AS a 

WALL SEALIONG On hatin Chea ah ton ee Mik ct dte acess <A UNAS EN oe nA ae 
TRO SUCHE eee ria elt te Ute cheese terete oN eeteoe og SAPS GPL ond Toke li 
Shops and Loman subs Mp tnt Gave Lin: Soe LE Beak Cae ain de! at a Ree ae 
(CET ORES PME AG 7 BR ace” RGR RR a RN a Geo a eae ae Mee nA ae ru 
PRUE Oot AP OIIOURGG ST  Neeie) | Sec ite ptien, Gi ay RTE Sa Re WE Pia, 
NOTA EMCR NUT ARC Ne Ete Bay as agen ae Net Ree ROUTE Ss a ae ee Ci Me ee 
COM MMTICA LION CVSUCINS ee aN Cais 5, olay SEG aU eRe Se al eS 
Signals and interlockers.........: FANS Ele oe ker BD BA SLS Dantaih Reds Fa Ras 
PMCS Pe Tee ESTE Vika ahd to ONAN ec Dae cali ta a ie ee Pg HY SN ard Steg O tenet 
EVLA UR ISSLON SV SOTA Sire alate esas wid Wes adie decay eeaaebleca sath Re a gy 
MS COMANCOUG mE TUCEUERE Archi Sob re ee a eee ee the te Maal Mutile eee 
Road property— Depreciation— U.S. Lines....................00005. 
POAC PlrOopverey =i CbhITEINONUS bir kc teens eae ah CR haere dete oie 
Detarred-mainpenance-€ Poy bask eet OV ie te alee oeaine aie enone 
| UW erEHe ALPEN OTE R GE UbD £5] ORT SA be oA ie Tet) BOAR RAD Ue ei Shee ca 
TMA Ine FetITeG TOR DLOPCLCVi stay oe Om ces NA AP CAME OR Oi lone 
Saal FOotsiand SiIpplipss, 18 | noes Male be Cie PR REAM eR 
Hemoving snow. uce and: sand wo 900 A ed oe case Boe ee EE a 
Public improvements.......... VER FURS Hi cee he Ror CPR iS Oo Roar oor VR aie 
Dr chdbie Vere Sgreg OC otac UY Nc et ig ee nly Pah eee AL beet UNDA! ieee Ue REA I) UR eR 
MHUPAT CICS ds Pols Ae eke RA ee hed aha Diced RCN Ouwa dice ot ~ 
LB LEONeT ey Ait gTIINE TI «co ceps Gea tree Me SLIATS CO thee AeA ORS Yea oR 
LO Veh ireyq bY 2) 1¥</2)- big hemes vera RNR ea Sa uaa 2s Mel aR Ns OSCR aera as WC Ue 
Atha SACO AIT AY (ENDOR SOR: (12 cece ail A i eek atin ce PELE Ruki fee ee, Tet 
MAIEAINMMN TOME LACIIGCR——1OP, ht Oa ee ON a es Bae es BNE EG 
PST nCAID INS 1OMIG TACHILIOS——“C.7y, DER Pee are whe Cee akan de fal oe ae one ee 


FT eC a ee a ee Se 


56818—3 


. $624,834, 120 


1951 
$490, 290, 463 
8,509, 881 
47,475, 661 
156, 839 
3, 928, 087 
367,699 
7,311,445 
30,670, 031 
501,836 
14, 616 
500, 883 
5, 564, 378 
1,789,914 


3,350, 653 . 


327, 897 
425, 966 
#15299 
414,115 
57, 293 
2,895, 635 
12,032, 631 
9,800 
743,901 
949, 665 
5, 664, 923 
934, 178 
125, 569 


1951 
$ 7,338,085 
12, 634, 015 
168, 119 
4,468,840 


2,992,985 
27,983, 529 
1, 189, 421 
5,079,732 


2, 202’ 655 


1,504, 299 
317, 388 
1, 948, 665 
5,519, 522 
778, 943 
889, 531 
268, 557 
139, 304 
9,509 
84,670 
1,569,370 
2,330, 884 


$111, 560, 852 


31 


/ 1950 
$438, 674, 682 
7,105, 322 
39,889, 206 
150, 108 
3,423,774 
355, 747 
7, 984, 695 
25, 806, 125 
417,081 
15,885 
487,891 
4,867,516 
1,564, 583 
2, 754, 600 
288, 855 
359, 860 
63, 190 
202,777 
43,418 
1,376, 102 
10, 556, 435 
9,190 
647, 647 
968,166 
5,105, 823 
842, 562 
129,659 


$553,831, 581 


1950 
$ 6,025, 974 
11,762, 480 
128,318 
3,821, 502 
10, 045, 214 
7,779, 174 
5,807,490 
1, 608, 015 
23, 785,402 
1, 008, 086 
3,908,771 
560, 322 
869, 998 
393, 072 
2,923,431 
72,411 
1,882 
266, 064 
4,655,839 
1, 702, 624 
23,324 
361,438 
APT e032 
936, 199 
2,441, 980 
9,000, 000 
1, 228, 840 
947, 325 
1, 587, 323 
4, 847, 832 
618, 881 
843, 036 
265, 284 
101,317 
23,747 
61,368 
1,362, 143 
2,301,474 


$ 90,782, 435 


SESSIONAL COMMITTEE 


OPERATING EXPENSES—Continued 


MAINTENANCE OF EQUIPMENT 
MUp|ermMbendence 12. Nye 0 We ue. here Re ee ol pam case mite) oF Saye Sip Ste CHER 2 


Shop. machinery-—Nepalrs. «7/44. alse aire bees clas wie 2 ey een cee ORE 
Power-plant machinery—Repairs....... 0.6. ccc cece eee tree wees 
Machinery—Retirements.......... 0... 00 eee eee ees Boy Ue ts Ae eee 
Machinery—Depreciation—U.S. Lines.............. 02. eee eee eee 
Dismantling retired: machinery P32. tales cone ey oe b's he ew ep eee ee ae 
Steam locomotivcs—Repairss... 5 Wi iohk s Cees bits ie + ob ole 6 oe Pee hol 
Mthep locormmotives— Repairs. rib sw bee Peek bee ea sce wets bates re 
roivht-train Cars— Repairs... sie bv e eee core cles’ be 8s SUSE RR oe 
Passenger-train cars—Repairss: . 2... Me cblice eens Uden esos ob ae eee 
Fioating equipment—Repairs. oo... 6. eee ae eh ene be eee cles 
Work equipment— Repairs... 0.0) 5b Sena. e wegen ee eis oe ene ae BO 
Express department equipment—Repalrs..........-..e cece eee scenes 
Miscellaneous equipment—Repairs......... 0. cece eee eee eee e eens 
Miscellaneous equipment— Retirements........... 2.0. ce cece eee eee 
Dismantling retired equipment... .o heen kek eee ee eos 8 ee Werk ee 
Equipment— Depreciation. . 1.0.0... cece nce eee c eee eee eceene 
Express department equipment— Depreciation...........0--+ +s esas 
PNUrIes LO’ PELSONS.! Toe. . ew coe ne eos Gere im nae ais ORR E > Sane ee Teele 
UTR SUETSED TLC Gras ak CaN OR GYD oO locel Ut cn A Ma Des Sun Ne MG ne fetes: Sl ene lt Si Jol ae eae MUemebe Meee 
SeALIONCLY ANG PION...) says SOBs es 4 Meine eee. S oR el plies ee ate, es 
OP erierDENSESs Fee Wises cdo RRO MRE ete apne SRN TOK Gals ohne Goal ee 
Joint maintenance of equipment—Dr.................605- ee ee 
Joint maintenance of equipment—CT.... oo. nee eve ees eh ec oee es 


‘TRAFFIC ' 


PNMETINECNE ENCE erty: < . SAe a Rin hile ee in a etene Sototae Meee leaten sft tere 
COATES} OVAL BNCTOS «i sain sicic cat Ha ltarhec lowe eetlee on Ms wis ee ASG orn bs nine ae 
GES PUIG IS ce es ec anh a ie eS ok ee a ae CR eel ete eee Ta SP Ben Tote acetet ok 
PP eA tiG ASSOGIALTOUSY & che Mote URE Pe ea Roars toe gre sateen EA MO he 
SEStLONELy ANC: PEINGING o..5 lean Ceessteteie Mes ols ala a Stale lout piston Sel vetoed oa 
Tna@ustial and dev elopinend).2 ox wwihss ce Geek ae awk Oe RNS Ge Rokk silat tie 
MolOniZAtiOUsANG ASTICULDUTE?. 5. /ni duds. a lene elie tees ot uk Cake lots hee Pha ts fa 


TRANSPORTATION 


SWMerINLENG ONCEs i; circ es atc cNe otette me Woks Geka ge aimiamierr sls incmine eae ethos 
Preach ae PATMSes on | eyes at vga eee Boas ost ouns Metataicata tet a eee gehe gat hee eal 
SCION ELI PLOVEES Ts. key ky ence als he ONE dire na Mie meaee ara nee pes Teas 
Weighing, inspection and demurrage bureauS...............eeee eens 
Go alia nc OVS ALVES 1 escheat al eet ieee oroeeh steed oo eealey sucka et uerauame talets ie 
SE ALION SUDPLICS BN CKPENSEGE oo .i8 2 6, 2. awe nis ere adele Wibod ouecauny cveebeane tell ra mvePhate 
Py aretnast ers and wVAaATGeClerk 6. fe ace bone wise ieee nope tae echt eu css 
Mardy GONGUCTOLS ANG + ORAKEIAVEN: pean om cine telieke ous alent a Sede teek aesrr 
WEG SwisCh- anid) Sienal CENCOrs i. cites ta) are tenes eye thie Aree iat Ot ea Pier sae 
Rare eRGINOMIEN wart, ice eal cs Ses eee Cota bie ye ioe) UeTe eek pooner wees 
ATCT LO OOEMICH fiero ek Lo Be eeedina my Brice Ree areoe wera Ei Re Re a ts 
MCS WIC DING TUCLS Ae Papa, oe AL Sars s eights, receive = RLS nS ceetetd nde sie ag 
Warcduaw itching: power produced. suskws faa nee S onpsak opletes fe 
ard switehinoe power purchased <. xe os gam aera. chee acta wes 
MViatber TORSV ATG LOCOMIOUIVES) ..jics moss ioe tse foie tela Teak as ca ereiestan Lol ed eae 
Hubmeants forsyard LOCOMOtIVeS:.— Lei ee es sl talectis's sy eee Aieta's Bie © sue nate 
Qther supplies forsyard ToCOMOtiVes. +. Sera de eee ees eat ee wes 
HMusinchotse expenses<- Yard, Jc fii. baci bus cie bishele oe, ehSyr bee steratel ies 
Wa rdvsupplies aNGiGxXpensess . Jo ects sche toeme lat cent une sie age’ oa eh inating 
EAI CNMBOTIONG cow non ere. Sis hecn ae Bake RE EEO Me Te ee ce hte ss eagheel Re 
AT ATNE TAO GOLUNGO ey. actets hones eh ee Sunde nan ichel eae ole aero acts salina hens vee abo erect hee 
“RSW GUARD ANN pegs eae inte eae NRA Dee AEN air ceek fe Ne on Inet LR ARTE RN: Oe 
ELTaINsHO Wer DLOGUCEG, fy. nead Pheu s eicaue tle Bates atenig «Sn bles a ind oda 
EEVATR DOWEL PULCOASEG. 8205 oS suck hee ete os Ae ton 2 ie a ark oh oh ie ia 
Water for train locomotives.......... MGR St emcee ee. eth Cl aa 
upricants LOL train LOCOMOtIVES)..ceee cacti te be es eee 
@iher supplies for train locomotives: < sees. fhe te. 8 os ake we te ee 
Mnsinehouse Sepenses— Train: yk a. Ce vie pa es + 9 ew eee ee 
BUT eaETV TN ROTI Ps rho SARS cs eas ee shee Sime PRI ee uci eli cubase ee ened teas oR 
PvGan SHODiMOS ANd CXMeNSESi:. <r Shige. cates Mo nun preted ee Se Page eregees are 
Crab SIRE DINE CALE cic: lcatly otig le Mass Wace ee soe alalelns Nie tele role eget 
PIPHAL ANG. INtEPOCkeL OPerstiOlin s.</ce. Seni aoe ea See as oon: Beak aes 


Carried forward 


1951 


$ 2,913,755 
4,150, 423 
238,399 
162,897 
76,431 

5, 862 
37,714, 654 
2,253,476 
40,774, 805 
17,482, 277 
1,746,731 
4,085,473 
367,387 
255,375 
21,421 
259, 987 
21, 288, 394 


519, 536 


$135,319, 782 


$ 3,546,503 
4,179,503 
1,317,215 

188, 095 
593,347 
341, 289 
263,873 


$ 10,429,825 


. $ 6,549,007 


3,493, 374 
39,578, 843 
157,563 
118, 626 

* 2,990, 517 
8,325,456 
15,414, 304 
1,466, 736 
7,127,318 
3,584, 329 
8,510, 271 
31,830 
116, 286 
206, 395 
165, 803 
119, 402 
3,375, 084 
359, 161 
23,443,653 
1,810, 283 
50,826, 078 
21,173 
106,497 
1,818,073 
979, 688 
649, 806 
10, 654, 393 
29,923,881 
18,589,919 
3,056, 299 
852,812 


$244,422, 855 


1950 


$ 2,521,479 
3,467,355 
250, 671 
221,717 
73,566 
12,295 

33, 144,615 
1,485, 400 
31,390, 144 
14,168,444 
1,477,177 
3,362,870 
303, 930 
254, 671 

8, 865 

175, 942 
20, 544, 446 
167,181 
644,945 

. 342,071 
87,598 

38, 822 
301, 198 
279, 467 


$114, 166, 205 


$ 3,096,560 
3,816, 627 
1, 247,466 
171,956 
567, 834 
304,376 
248, 987 


$ 9,453,716 


$ 5,398, 288 


2,985, 174 
33, 362, 761 
147,800 
98,174 

2, 656, 899 
6,934,438 
12,737,901 
1,217, 132 
6, 297, 270 
2,766, 169 
7,905,981 
28, 469 
101,577 
207 , 687 
145,177 
94,190 
2,815,396 
987, 907 
19,765, 929 
1,089, 590 
47,213, 248 
13, 562 

84, 964 
1,728,524 
842, 327 
495, 955 

8, 902, 996 
24,433, 996 
15,515, 838 
2, 647, 750 
755,753 


$209, 678, 822 
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OPERATING EXPENSES—Continued 
TRANSPORTATION—Continued 1951 1950 
Brought forward $244, 422,855 $209, 678, 822 
OOS HOLOCUIONIL He hed cede) Bis ce Sean reais eee eT Ce 1,423,771 1, 230,351 
PPT WAOT LO DELO NOTE! ye Ab ie cl eal henna Tne ides ede nc fe pan er Le 262, 241 223,310 
(ominwalcationsey sen) OPeraviOl! «iisedaca. «ecw os ed hace eae now 10, 294, 736 8,701, 924 
Operation floating equipment..... Mp cb les tho Re ay PRE SR ee 4,889, 208 4,373,106 
Express cepar vient, Operation... fs cua nae els he ee oa, 19,789, 936 16, 750, 847 
Ue OReL Na Rt OTM IES 7, home Me sno ae Maer nes dhe ya nea Oe” ea 1, 250, 521 1,027,786 
MEME ORNEN SOS go rt ot raed I.Star Remy Loe a ye ete Uke 2,071,450 1,868,155 
SIMA OS Spe nn Me ctor cee ak. gk ae de SUA RET Or Pe Mn ay ge 287 , 882 284, 872 
ISAT WRECKS OG oe Side ig As ek RAG glo ey Meg pata i aes nN 1,014,577 614, 286 
DPA HeASe-LOMPLODELEY elon seed ain ed aes ho SO ee ON bes Oe 181, 640 108, 737 
Damage to live stock on cheno eT Pe eT NOME gL esdicdrtac: OP MLL OMED sr ee hE 80, 634 89,170 
oss and Ganwige—hTreie ht, oe a ee ON eae Ck oleae ON 2,824,906 2,690,351 
ioss and, damage—Bacaare. 9-240 Sus ota) Pets. Oe oben ad lee tas cee 9,059 18, 205 
DOMIRIES LO DCESOUSS LN Aaa Ua OTERO Nie er Foca rah RNe a hr 1,963,296 2,446,476 
Operating joint yards and terminals—Dr........ 0... fo. Pecan ce de 2,528, 986 2,157,950 
Operating jomt yards.and terminals—Cr>y... 0) ters eee 2,749,796 2,356,758 
Operating joint tracks and facilities—Dr......... cag Dad al Jp (OMe far eee 1,513,750 1,439, 623 
Operating joint tracks:and facilities—Cr.... 00... ce ce cee cee 692,708 599,109 
$291, 366, 944 $250, 748, 104 
MISCELLANEOUS OPERATIONS: 
UMN TeincubulTetiseEV ICE: A pac bia ties fa Melee cote a ee aU kee $ 4,816, 640 $ 4,062,216 
eabaeameser Pie eat wl Bn al es mee tae A ON aetna Oe 2 335, 446 308, 086 - 
CORA e Le VOOR Oe BR Oe eC oo eee aaa as a Pee 307, 783 202, 220 
@iherimiseellancous/ operations. Wo... fedwel bee eed wee ce te RS oe 417,007 500, 765 
Operating joint miscellaneous facilities—Dr................. 000500 385,417 335, 701 
$ 6,262,293 $ 5,408,988 
GENERAL 
Salaries and expenses of general officers...) 3.22.30 05.0 ade beene $ 801, 809 $ 730, 027 
Salaries and expenses of clerks and attendants..............00.0000- 9,912,021 9,000, 732 
General office supplies PDOLERDEREOS HS ei a. nc ees hoe oR ahd te 697,483 579, 128 
WE ECE RES C6, SET SC aes Ho I lee ER uN CUS RP a eA Ri a OE 548,465 576, 347 
Relief department expenses.............5000. cece BR AER Meena 42,500 42,500 
PS Se eR ee ee ene een Cen rae Ae Chee? Re hd ot ae OLS NS al ANUP Oe 12,320,390 11,802,098 
Srationery Ana Prince! TAs. we hee Meeks oe Os AU Pa yt ee 465, 903 385, 148 
By Silat OW BXHeN ses. er, Mr poe wedi es ace de fe ntRa ac OOM R atl geen, rN 10,398 1 aye | 
Cclierl ox men Besity A wrk red MAR yee Moke tie ik Rr ik hes etek oe an IR ees 308, 574 217,357 
General aol ta acl oles — OT a ete he eae sc eaaicieht ooealas otra ata ae 118,165 106, 754 
Cieneral JOMssACWUitles=-OF swe ke he eee Leelee LO Rhee 15,183 14,781 


$ 25,210,525 $ 23,437,631 


OPERATING EXPENSES AND TOTAL PAYROLL 


OPERATING EXPENSES 1939 
atat expenses —tCOOusands.* sah! cess aieek ca lo belae cuca ed eee a tes $182,965 
EPP RCOnGONCOtal TEV CHUG Ts tego. ots Se ek eG eh oie og aE ag 89-77 
Distribution of operating expense dollar:— 

ONTO Se iene a ao. Se RAS Re eg ek ah Cer eee Sebytct 61-48 
UA CCDIALSIE Ng ceri 05 Ss Ae Pee vk Lt ORD ca ee ae eR wid atic neds y 29-58 
LIU HeP CXDONSA Ae IM Cah OM) .aneaine |e ait cniaN ead siete ee eats uel oe DE oes 8-94 

100-00 

PAYROLL 
(Excluding hotel and mubaidsaey company employees) 

Average number of employees. ive. bec ti eee a eeu dues 78,129 
Total payroll—thousands TD ced CO ORR IE ts Ca RE ROP a CTE EM $122, 354 
A Verage earnings per employee... awed kc cee eck Ob ahe'wilene $ 1,566 


56818—33 


1950 
$493, 997 
89-20 


¢ 
59-85 
31-49 

8-66 


100-00 


112,874 
$318, 208 
$ 2,819 


1951 
$580, 150 
92-85 


¢ 
60-44 
29-91 

9-65 


100-00 


121,199 
$381, 654 
$ 3,149 


SESSIONAL COMMITTEE 


34 ; 
PROPERTY INVESTMENT ACCOUNT 
Balance 1st. January, 1951 $2, 226, 102,727 
Additions and betterments, 
less retirements— Year 1951 
Roap 
New.lines constructed. .:.).¢ 0 ec5.05 2)... LY Same $ 1,280,230 
MUTNESIACCIMECLE! My Oke) Lot ta eat dee IR WY tigers Wibe AMG 4, 258, 484 
Montreal terminal development.................... 1, 233, 919 
PATS ANG ON COMINGS UA ee Lee hs Jonette enna sibel Uae 603, 801 
Rv ailssand LaAsteni ness vine tas Anl tus eee ae eee nal tee 2,038,913 
fue plates and rail -:anchore. a5 hPa bees ees 2,031, 790 
Pe eee ici he se tC RASS Lal io ee RT ETE ti 631,509 
arge reign terminals: (i. jin. eee meet marta eis eS hos 2,865, 854 
Mard (racks ANC SIGINGS.. sick Cys Was Bae ea pei ae 2,032,216 
Roncd way: Machines seg oe ca RS a eek 843, 212 
Bridges, trestles and culverts................... wer 1,380, 237 
EHUNNE LS eal AU aes Bibra GEA EMAL Ae ee aun. Al 142,193 
NOSSINL PLOLECTION oo ciris Naan ee eke ee Ral aa ae 508, 250 
Stations and station facilities... 582 00k Oe Leone ates 1, 280, 927 
WATERSSITODIIOSs resi te etre ee MON cua le Val aE Mim Ae 125, 742 
Shops, enginehouses and machinery................. 3,491, 100 
Automatic signals and interlocking plants........... 1,611, 062 
Communications department)... en aes 4,132,418 
INON-CAETICMPLOPELL Ved eg Male ieee aap ieek ys ores eeaatey cease 1, 233, 025 
Stores department buildings and equipment........ 147, 488 
OPV oT 2) 2 BURN ART RUA ROHR RIN MP eC CATR RN oS AR RR eu AY” ARE 608 , 362 $31, 278;.150 
EQUIPMENT ' 
Equipment purchased or built... 20545653) ks $ 56,554,379 
Meauipment retirements: ms ck elle tie ed eee 5,080,632 
General betterments to equipment................. 4,771, 889 
HOU PME, CONVETBIONS F508 ess, Sieasa ie ya Sie Spel e ne 259,973 
Express and miscellaneous equipment............... 677, 367 57, 183,076 
PE RREURCL ENG Sc Sly srese a tit jee vy Al tral» abs pu iek om Sie/> 9 alate pay Ua avate PN TAL ol Ries 2,497, 182 
SEPARATELY OpreRATING: PROPERTIES: o.oo a ee 5,174,562 85,778, 826 
Bapancn 3iev Decemprrn, 19500 0 ee ae eae 2 a se a, eatin a $2,311,881,53 


GOVERNMENT OF CANADA LOANS—PRINCIPAL AND INTEREST 


Principal Interest 
outstanding accrued 
at Dec. 31, 1951 1951 
LOANS FOR 
Rapatriation of securities held in the U.K.................... $391 ,452,044 $13, 700, 795 
Went redemption (See HOVE): icicles Aleka ure maauae oii s 339,563,942 7,314, 676 
Capital expenditures and working capital..................... 63,455,019 1,025,871 
Rolling stock—Hire-purchase agreements.......... RRO td hee 27,287,765 734,779 
Investment in. ‘Trans-Canada ‘Air Lines: . 3.07... sade oe 19, 043, 023 571,291 
Canadian Government Railways—Working capital at consol- 

UIALIOD LOZ, 5 See ik Pos eT She eh eae RR A Re, $ 16,771,981 _ 

$857 ,573,774 $23,347,412 


Note:—$128,207,000 payable in U.S. currency. 


Average 
interest 
rate 


3-50% 
2:42% 
3-50% 
255% 
3-00% 


™y, 
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35 
FUNDED DEBT—PRINCIPAL AND INTEREST 
GUARANTEED BY GOVERNMENT OF CANADA 
Year issued and Principal Interest 
Rate Maturity currency in which outstanding accrued 
% (See note) payable at Dec. 31, 1951 1951 
5 Perpetual G.T.R. Debenture Stock. 1875 Sterling $ 1,016,092 $ 50, 804 
5 Perpetual G.W. Debenture Stock.... 1858 Sterling 499,709 24,985 
‘4 4 Perpetual G.T.R. Debenture Stock 1883 Sterling 5,446,491 217,860 | 
; 4 Perpetual - Nor. Ry. Debenture Stock 1884 Sterling 22,591 904 
q 3 July 10, 1953 Can. Nor. Ist. Mtge. Deb. 
: DEGEK AML ava mee mest LOS | Sterling 1,162,768 34, 883 
' 34 July 20, 1958 Can. Nor. Ist. Mtge. Deb. 
; LOCK camera tena Mei 1910 Canadian..... 5, 246, 268 183, 620 
- Sterling...... 390, 239 13, 658 
33 May 4, 1960 C.N.A. Ist. Mtge. Deb. : 
BSCR rs paren Hina nine ah, 1901 Sterhing : o. 4 550, 727 19,275 
4 33 May 19, 1961 C.N.O. Ist. Mtge. Deb. 
Stockian, rmne tye ee he 191 Sterling 720/54 3,597,518 125,913 
| Dt alice be 1962 G.T.P. 1st. Mtge. Bonds.. 1905 Can-US-Stle. 26,465, 130 793, 954 
4 Jan. 1, 1962 G.T.P. Sterling Bonds.... 1914 Can-US-Stlg. 7,999,074 319,963 
CANADIAN NATIONAL IssuES:— 
5 Feb. 1, 1954 30 Year Guaranteed Bonds 1924 Canadian 50, 000, 000 2,500, 000 
42 June 15, 1955 25 Year Guaranteed Bonds 1930 Can-US-Stlg. 48,496, 000 2,303, 560 
44 Feb. 1, 1956 25 Year Guarantee dBonds 1931 Can-US-Stlg. 67,368,000 3,031, 560 
4% July 1, 1957 30 Year Guaranteed Bonds 1927 Can-US 64, 136, 100 2,886, 120 
3 Jan. 15, 1959 (a) 20 Year Guaranteed Bonds 1939 Canadian 35, 000, 000 1,050, 000 
3 Jan. 3,1966 (b) 17 Year Guaranteed Bonds 1949 Canadian 35,000, 000 1,050, 000 
2? Jan. 2, 1967 (c) 20 Year Guaranteed Bonds 1947 Canadian 50, 000, 000 1,375,000 
27 Sept. 15, 1969 (d) 20 Year Guaranteed Bonds 1949 Canadian 70,000, 000 2,012,500 
23 Jan. 16, 1971 (e) 21 Year Guarantedd Bonds 1950 Canadian 40,000, 000 1, 150,000 
22 Juhe 15,1975 (f) 25 Year Guaranteed Bonds 1950 6,000, 000 165,000 
OGAL a erika sOlGe Rib ude enishe, Magan alert ee $518, 396,607 $ 19,309,559 
CANADIAN NATIONAL SERIAL EQUIPMENT OBLIGATIONS 
. 2? Sept. 15, 1953 EEUSE DOCTOR: en ease ew 1938 Canadian $ 1,100,000 $ 39,990 
2s Dees P15 1957 rusts series sj Eveye aoe .... 1947 Canadian 3,360, 000 77,467 
% Mar. 15, 1958 rusts serves (Oe ee oak 1948 Canadian 19, 600, 000 428, 896 
2% Nov. 1, 1958 Erustsseries Ai oer ay 1948 Canadian 15, 050, 000 366, 844 
24 Mar. 15, 1960: “CEVSEPOOLIOSs CU Uae ere A 1950 Canadian 18, 700, 000 443,437 
2¢ Jan. 15, 1961 I EUSUHOCEIOS PONV a otereaciy 1951 Canadian 12,825,000 315, 743 
I 2 7H CON I a EAP VN SNE Gey ORI MRA BNE. 08 $ 70,635,000 $ 1,672,377 
OTHER IssuES 
: 4 Perpetual Can. Nor. Cons. Deben- 
UTE Htocks ysis oe ea 1903 Sterling $ 3,992,930 $ 159,717 
4 Perpetual C.N.O. Cons. Debenture 
RUGOC HS pts tvs eae Wy 1909. Sterling 889, 597 35, 584 
4 Perpetual C.N.O. Guar. Debenture 
. SG EM orate atin ates! 1906 Sterling 465, 545 18, 622 
. 4 Perpetual QQ. &L. St. J. 1st. Mtge. 
; Dap rococke . he at 1912 Sterling 285, 342 11,414 
q 40 Jan. * F; 1955 Can. Atl. Ist. Mtge. Bonds 1905 Can-US-Stlg. 9,947,934 397,918 
4 Ae ADec) 1055 G.T.P. 2nd. Mtge. Bonds, 
; PAPO galt Sev on valet 1905 Can-US-Stlg. 3, 574, 530 142,981 
} Ad UAE ol. 1950 G.T.P. 2nd. Mtge. Bonds, 
Mounéai se Be cn aN 1905 Can-US-Stlg. 3, 144,906 125,796 
4 4 Apr. 1, 1955 G.T.P. Ist. Mtge. Bonds, 
; “‘Lake Superior’’........ 1905 Can-US-Stlg. 2,152,008 86, 080 
‘ 4 Sept. 1, 1956 Pem. Sou. Ist. Mtge. Bonds 1906 Canadian 150, 000 6,000 
: 23 Mar. 1, 1957 (g) Nfld. Fy. Reg’d. Instal- 
| MenbhdNovegu aii. eae 1941 U.S. 782,613 21,036 
5 Nov.15, 1958 Can. Nat. Indebt. to Prov. 
LOLA Sha AN NS AE Apa Se PR 1929 Canadian 380, 023 19,001 
44 Jan. 1, 1980 G.W.T. ist. Mtge. Series 
AT UOERODCLR ais ANON hea 1930 Can-US-Stlg. 400, 000 18,000 
3 POU ee toy sae Sr Ae NC Ete fe ky Meee Tee Eun $ 26,165,428 $ 1,042,149 
Interest on peburitios*retired in LO5LAs kx) dese ta owe eee aes — $ 1,443,618 
| CGUAD RE tality ase eee ee Ter ea ee Oe a $615,197,035 $ 23,467,793 
Note:—(a) Callable at par on or after Jan. 15, 1954. (e) Callable at par on or after Jan. 16, 1966- 


(b) Callable at par on or after Jan. 3, 1961. (f) Callable on or before June 14, 1954, at 1023. 
(c) Callable at par on or after Jan. 2, 1964. thereafter at varying redemption pre: 
(d) Callable at par on or after Sept. 15, 1964. miums. 


(g) Callable at par at any time. 


36 SESSIONAL COMMITTEE 
INVESTMENTS IN AFFILIATED COMPANIES 


: Total Owned by Can. Nat. System 


par value at Dec. 31, 1951 
Company outstanding Par value Book value 
Stocks 4 
The Belt Railway Company of 
CCONICACOw. bis wit eg okey che Sees $ 3,120,000 $ 240,000 $ 240,000 
Canadian Government Merchant 
Marines iimited:.¢.jac< 26 esto 800 800 800 
Chicago & Western Indiana 
Railroad: COMPANY. - 2c Lies ese 5,000, 000 1,000, 000 1,000; 000 
The Detroit & Toledo Shore 
. Line Railroad Company....... 3,000, 000 1,500,000 1,500,000 
Detroit Terminal Railroad 
WOM PATTY Ae es Relat ke oe 2,000, 000 1,000,000 1, 000, 000 
Northern Alberta Railways 
WOMPANVE! yeu ac oe cain ae 12,500, 000 6, 250, 000 6, 250, 000 
The Public Markets, Limited...... 1,150, 000 575, 000 575, 000 
Railway Express Agency, 
Incorporated (no par value).... 1,000 shares 6 shares 600 
Shawinigan Falls Terminal 
Railway Company............. 300, 000 150, 000 62, 500 
The Toronto Terminals 
Railway Company..:........... 500, 000 250, 000 250, 000 
The Toledo Terminal 
Railroad Company............ 4,000,000 387, 200 387,200 
Trans-Canada Air Lines............ 25, 000, 000 25,000, 000 25,000, 000 
Vancouver Hotel Company, 
Meri ICE. waits wee es he okie 150, 000 75,000 75, 000 $36,341, 100 
Bonpbs 
Northern Alberta Railways Co. Ist. 
NMorteage-Bonds:.. .. 4.05.2 «: $22,455,000 $11, 227, 500 $11,227,500 
The Toronto Terminals Railway 
Co. Ist. Mortgage Bonds........ 25,610, 000 12,805,000 12,805,000 24,032,500 
ADVANCES 
The Belt Railway Company of Chicago...........0....0cceeeeeeees $ 16, 502 
Chicago & Western Indiana Railroad Company....................- 3,468, 525 
Northern Alberta Railways Companys i) s:5 2320) Jc a oe 75, 000 
Railway Express Agency, Incorporated... .t.. 26.0 20.0..2 0.0 ceeceees 173, 493 2 
Shawinigan Falls Terminal Railway Company...................... 12,500 3, 746, 020 
Deposit e 
Wtrans-G@anarclarair Lainess + seh wanker cameras ancl wis etnes wena ences eee irc 11,000,000 
E65 5 Ee cA Re man eres Mee AAS eat rt eae Eni oe $53, 119, 620 


MAJOR CONTINGENT LIABILITIES 


Tue Derrorr & Totepo SHoreE Line RartRoAD CoMPANY 

Assumed by Grand Trunk Western Railroad Company as joint and several guarantor by indorsement 
of principal and interest of $3,000,000 First Mortgage 4%—50 Year Gold Bonds due 1953. 
Tue ToLepo TERMINAL Ratroap Company 

Assumed by Grand Trunk Western Railroad Company in respect of $5,800,000 First Mortgage 4 Yn 
50 Year Gold Bonds due 1957. The guarantee is as to interest only and is several and not joint. Grand 
Trunk Western’s proportion is 9-68%. 
Cuicaco & WESTERN INDIANA RAILROAD COMPANY 

Assumed by Grand Trunk Western Railroad Company pursuant to joint supplemental lease anton 
Ist. July, 1902, between Grand Trunk Western Railway Company and four other proprietary companies. 
Obligation is for repayment of principal of bonds at their maturity, and of interest as it falls due by way of 
annual rentals. The Grand Trunk Western’s obligation 1 is for one-fifth of the bonds issued for ‘‘common’’ 
property and the entire amount of bonds issued for its ‘‘exclusive’’ property. The bonds are Consolidated 
Mortgage 50 Year 4% bonds due 1952 and the amounts outstanding at 3lst. December, 1951, are:— 


Lssusa-for. “common? propertyisnes oan nike s avn eke $39,973,019 
issued for ‘exclusive property ks 109 bas ee hae 252,535 


Assumed by Grand Trunk Western Railroad Company pursuant to joint supplemental lease dated 
Ist. March, 1936, between Grand Trunk Western Railroad Company and other proprietary companies. 
Obligation is to pay as rental sinking fund payments sufficient to retire bonds at maturity and interest as 
it falls due. The Grand Trunk Western’s proportion is one-fifth in the absence of default of any of four 
other tenant companies. The bonds are First and Refunding Mortgage 414% Series ‘‘D’’ Sinking Fund 
Bonds due 1962 and the amount outstanding at 3lst.. December, 1951, is $12,785,000. 

C.N.R. PENSION PLAN 

Reserves have been set up against contracts in force under the 1935 contractual plan, but not against 

pensions conditionally accruing under that plan or prior non-contractual plans. 


eee 
. c 
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CAPITALIZATION OF CANADIAN NATIONAL RAILWAYS 


Year 1951 
Equity CapitTaL* 
Government of Canada—Proprietor’s Equity:— 
isa stock of Canadian National Railway Com-. No change 
Cantal file Gh The Canadian) Nationalé Railways 
OCUFIMIOG ETUStechis. bh Culiec ins aiveeieer mals. cca No change 
Capital expenditures by Government of Canada on 
Canadian Government Railways............... No change 
BoRROWED CAPITAL 
PunGed Ce ltosa sacle: oo ee ama? eee a ao ese § 43,833, 206 
CTOVernMiont OF CAMACa LOANS. ol52. vikecWe nd ie cae 117,726, 260 


*Excluding shares of subsidiary companies held by public—$4, 518, 890. 


FINANCING 
YEAR 1951 


FuNDED DEBT 


New issue:— 
234% Equipment Trust Certificates Series ‘‘V”’ 
1951, maturing serially to January 15, 1961.. 


Retirements:— 
414% Canadian National Railway Company Twenty Year 
Guaranteed Bonds, due September 1, 1951.............. 
Equipment Trusts—Serial payments..................2..04. 
244% Newfoundland Railway Registered Tistahnant Notes 


TICCTEUSE IT TU NOACUICEDE Ca Nora cee eon he isk = Meare ee, BAe wae 


GovERNMENT OF CANADA 


New loans:— 
IO RRGA ELAM EU DOBES 137 sss trae ere etietaal «SIGS oa ee Sc RA NES 
Foreetundingy purposes mocck ot a cher von. okie Fatal th usty a 


Loans repaid :— 4 


Rolling stock—Serial payments............... 0... eee eee eee 


Increase in loans from Government of Canada.......... 


TUCrCASC UN CAPLEAT GOUU. .. eieitak Ge wets se Sikes Petae se ats 


Balance St 
31st Dec., 1951 


18,000, 000 


378,518, 135 
379,877,514 


$ 776,395, 649 


$ 615, 197,035 
857,573,774 


$1,472,770, 809 


$2, 249, 166,458 
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- Per cent 
of total 


34:5% 


65-5% 
100-0% 


$ 
48, 022, 000 
9, 169, 000 
142, 206 

§ 
57, 568, 453 


63, 459,825 $ 


A| #K 


13, 500, 000 


57,333, 206 


43, 833, 206 


121, 028, 278 


3,302,018 


117, 726, 260 


73,893, 054 


The issue of $13,500,000 234% Equipment Trust Certificates Series ‘‘V’’ 1951, dated January 15, 1951, 
was made to finance to the extent of approximately 75% new equipment costing $18,788,862. 
ficates which mature in twenty semi-annual instalments were sold at a price of 99.00, representing an annual 


interest cost to the Company of 2-95%, 


The certi- 
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Capita, StocKS OWNED BY THE GOVERNMENT OF CANADA 
Company 
number 
ii Canadian National Railway Company: ojo. sos is ane Oe ee oe ee ae $ 18,000,000 
2 The Canadian National Railways: Securities’ Trust 22 24 ei dae ee Oe 378, 518, 135 
$ 396,518, 1385 
Carita, Stocks OWNED BY SYSTEM OR PUBLIC 
Owned by 
Name of issuing company company Capital stock Owned by 
number issued public 
3 Atlantic and St. Lawrence Railroad Com- 
BATU estas Busey a ma accu ea A Set Re ou 1 $ 6, 302, 340 $ 10, 240 
4 The Bay of Quinte Railway Company... 20 1,395, 000 
5 The Bessemer and Barry’s Bay Railway 
COTADA IY ola ee So RR A hte sade 20 125,000 
6 The Canadian Express Company.. 1 1,768,800 
7 Canadian National Electric Railways.. 20 1,750,000 
8 Canadian National Express Company. . 21 1,000, 000 
9 *Canadian National Railways (France) — 
fRancs sO OOO LOO ieee Vary aia ase 1 1,893, 574 
10 *Canadian National Realties, Limited... 20 40, 000 
11 Canadian National Rolling Stock Lim- 
Thy Might OR! MUNROE TE Pop saat oh MUM Re, 05) 6 i 50, 000 
12 *Canadian National Steamship Com- 
DAN Vy LaRMIted yy tO iP ei 40 15, 000 
i Fs Canadian National Telegraph Company 20 500, 000 
14 oR arcas National Transportation, Lim- 
b Wadia) 2: 9 GR a STN Olga AUN ND Pe eB ear CMD 1 500 
15 The oe Northern Alberta Rail- 
WAY GCOMpany fiir Aer Cena oe 20 3,000, 000 
16 Canadian Northern Manitoba Railway 
COAT DONC. VE Mtn nt ya ews are tae. UNTO Lag 20 250, 000 
17 The Canadian Northern Ontario Rail- 
WY SEY CORMMD AY dibn chtahr a uated culo Suan 20 10, 000, 000 
18 Canadian Northern Pacific Railway 7 
WoMpany eee wea Ce ae eae nen aes 20 25,000, 000 
19 The Canadian Northern Quebec Railway 
COMI PAH Va Aiur) alle fae we bite ote 20 9, 550, 000 3,849, 200 
20° rain ec Northern Railway Com- 
balan che) ep seule AOC Ne" ae Pa er kg 1 18,000, 000 
21 The. Cunudien Northern Railway Ex- 
press Company, Limited.. 20 1,000, 000 
22 Canadian Northern Steamships, ‘Limited 20 2,000, 000 
23 Canadian Northern System Terminals 
Chamber aia 2 Yale 20 2,000, 000 
24 Canadian Northern Western Railway 
CEO IDA TEV os) Lt Oe SH a MR i 20 2,000, 000 
25%." Fhe Centmont. Corporations) 22, 2. 28 176, 400 
26 Ceéntral-Counties Railway... 1.000) 0.4° 1 500, 000 12,000 
27 The Central Ontario Railway..:.......: 20 3,331, 000 
28 Central Vermont Railway, Inc.......... 1 10, 000, 000 
29 Central Vermont Terminal, Inc......... 28 5,000 
30 *Central Vermont Transit Corporation... 25 5, 000 
31 oe Vermont Transportation Com- 
Boe Se WAM Oca eri RU Ney Meio PERN 25, 28 200, 000 
32 The "Chatelain and St. Lawrence Rei 
WOSG COMDPADY «ak Adi eae ee ee ek 1 50, 000 
33 *Consolidated Land Corporation......... 43 64, 000 
34 Duluth, Rainy Lake & Winnipeg Railway 
RATS 6 Pe Ne hoe Pe Ee TN oie ee 36 2,000, 000 
35 Duluth, Winnipeg and Pacific Railroad 
EL CCOM Pads Lee tals Roepe 36 100, 000 
36 Duluth, Winnipeg and Pacific Railway 
COM sine ois oS ie eG Tee ee /20 3,100, 000 
37 *Grand Trunk-Milwaukee Car Ferry 
Coda naniye hie Ye eae Oe a are ee 43 200, 000 
38 The Grand Trunk Pacific Branch Lines 
COMPAR Vi noe Eee, Sata 40 200, 000 
39 The Grand Trunk Pacific Development 
COIS PsN yy Maite: 3, 0d bake eee. LE 40 3,000, 000 
40 ne hts Trunk Pacific Railway Com- 
PETE PP SE RE ets tics 2 RY 1 24, 940, 200 
4] The ‘Geaid Trunk Pacific Saskatchewan 
Mall way Companyarss scueke > oo Sek. 40 20, 000 
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CapiraL Stocks OwNeED BY System oR Pustic (Continued ) 


Owned by 
Company ‘ - Name of issuing company company Capital stock Owned by 
number number issued public 
| 42 *Grand Trunk Pacific Terminal Elevator 
; Company (limited ) 4 eeh an 40 501, 000 
q Grand Trunk (Western Railroad Com-) 
43 Dany) MeOIMIION hk Sila, Ale ae N 1 20,000, 000 ° 
Grand Trunk Western Railroad Com- 
pany (Preferred). ies) Dal nea et 25,000, 000 
44 The Great North Western Telegraph 
. Company of Canada _ (including 
$331,500 held in scrow).. 13 373, 625 6,825 
45 The Halifax and South Western ‘Railway 
COMPANY. cpt cates haha erate Mima sn 20 1,000, 000 
426,00 Sindustrial) Land ‘Company cera. 43 1,000 
47 International Bridge Company.......... 1 1,500, 000 
48 The James Bay and Eastern Railway 
CSO ODA Y conte Se he eae amar al 20 125, 000 
49 The Lake Superior Terminals Company 
TUEERERO CAA Wana) Seed ote SER een Tele 20 500, 000 
50 The Maganetawan River Railway Com- 
TORE AINA = AUD Shes I Mi aaa a liens OA wun ME 1 30, 000 
: 51 Manitoba Northern Railway Company. 1 500, 000 
| 52 ee aaa ie Railway and Mining Com- 
SAN W AU Hs Uhlan WAL Miea cate tH Sid Ua A SNM 20 128, 600 
53, The fi Ga mene and Manitoba Railroad 
COGUADATV oct son cubs Akas sige eee ae « 20 400, 000 
54 The Minnesota and Ontario Bridge Com- 
OPER CYA | Lem ONAN EECA AEE At AE 8 Te de 20 100, 000 
55 *Montreal and Southern Counties Railway 
COMDIAL Y olan ale Sie oh Gee ah ee a 1 500, 000 140, 600 
56 The Montreal and Vermont Junction ha, 
TRE OMATLY x cnet crete ae Oso 28 197,300 
57 *Montreal Fruit & Produce Terminal 
Woman ile. Sa pee 1 500 
Carried forward 3). ois oe toe $ 186,388,839 $ 4,018,865 
Brought forward nace gin cus ee $ 186,388,839 $ 4,018, 865 
4 58  *The Montreal Stock Yards Company.... 1 350, 000 
. 59  *The Montreal Warehousing Company. . 1 236, 000 10,440 
60 Mount Royal Tunnel and Terminal Com- 
JOH /ead Orb eae Reet CAURN NRL RP oa Rea OIE ISO 20 5,000, 000 
61 Muskegon Railway and Navigation 
eS OT 55 RR te ap A “calls PRN: aT ie UA 43 161, 293 
62  *National Terminals of Canada, Limited 1 2,500 
63 National Transcontinental Railway 
Branch Lines Company inv. wiki... 4 1 500 
64 *The Niagara, St. Catharines and Toronto 
Ravway Company. ma excnten 20 925,000 
65 *The Niagara, St. Catharines and Toronto 
Navigation Company (Limited)... 64 100, 000 
66 *The Oshawa Railway Company.. 1 40,000 
67 The i Terminals Railway Com- 
tee EEE Ta Mandl AR Ud BE aE a a 1 250, 000 
; 68 The Pan broke Southern Railway Com- 
4 : (ate SRL ik TMD OER EE Dede MSR DAE RO aE 1 107,800 
‘ 69 Prince George, Limited..~............. 1 10,000 
70 Prmce rupert. bamitecdkone i) cd. ea oct 1 10, 000 


71 The Quebec and Lake St. John Railway ° 
Company De INPRU Chat nua tess G) ecanedn de 20 4,508,300 489, 160 


72 The Qu’Appelle, Long Lake and Saskat- 
chewan Railroad and Steamboat 


CHOTA PIAL VO as ee eR RLM ron Uae) ee eo 20 201, 000 
73 Rail & River Coal Company............ 1 2,000, 000 
74 St. Boniface Western Land Company.... 20 250, 000 
75 The St. Charles and Huron River Rail- 
Wy Ea COLIN PETINT oa de ve es hc we ik aa 20 1,000 
76 St. Clair Tunnel Company.............. 1 700, 000 
ie ee ce hana Islands Railway: Com- 
Lode SNe iy net ty ORE ME ae rc, Se ogcliay 4 1 60, 000 
78 The ‘United States and Canada Rail Road 
(SOTHDANY. ol Oe ee ce ee ea 1 219, 400 425 
79 Vermont and Province Line Railroad 
COMED AD Yo dk eee CUR ee Te 200, 000 
80 The Winnipeg Land Company Limited. . 20 , 100, 000 
$ 201,821,632 $ 4,518,890 
.: The income accounts of companies indicated (*) are included in the System income account as ‘‘Separ- 


ately operated properties.”’ 
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DELIVERIES OF NEW EQUIPMENT DURING 1951 


Dieset-Evecrric LocoMOoTIvEs PASSENGER EQuirMENT 
20 1600 HP road locomotives 10 express refrigerator ears for Newfoundland . 
34 1500 HP road locomotives 50 baggage cars 
10 1200 HP road switching locomotives 
3 1000 HP switchers Work EQuiIPpMENT 
34 800 HP switchers 30 30 cu. yd. 50-ton air dump cars 
2 660 HP switchers 4 steel snow plows 


1 30-ton diesel-electric locomotive crane 
1 locomotive crane and pile driver ° 


FREIGHT EQUIPMENT 1 8-wheel diesel dynamatic wrecking crane for 
5000 50-ton box cars Newfoundland 
30 30-ton box cars for Newfoundland 14 miscellaneous units built from salvage in 
100 70-ton covered hopper cars railway shops 


INVENTORY OF RAILWAY EQUIPMENT 


, Orders 
On hand On hand outstanding 
Jan. 1, Additions Retire- Conversions Dee. 347 “Dec: 31, 
1951 (See note) ments Added _ Retired 1951 1951 
LocoMOTIVES 
Steam—Road............ 1,927 1 30 3 1,901 ; 
“« —Switching....... 546 4 3 539 
Electric. . ie 27 6 33 
Diesel-electric—Road . 56 64 120 29 
ie —Switching 121 39 160 — «83 
Pataki ex eee DOLE, 110 34 3 3 2 De 62 
FREIGHT EQUIPMENT 
BON Cale of Pere. Chimie 75,149 5,053 881 393 78, 928 3,670 
PSC ES le ica elas wk abe os 5, 883 71 53 5,759 900 
Senck cater ke oe en 9 3 32 3,103 10 
KOOL COIS Sie al os ees 16,117 160 739 49 15,489 4,056 
MANA CATS vg See ee N 231 : uf 224 : 
Refrigerator cars......... 4,001 44 ci) 3,952 500 
Caboose cars. edhe 1,731 3 2a 78 1,785 
Other cars in freight 
BEUVICORS ere ian Bare 31 6 
(hotalwe wr sek ete 2 LOG. 28 5,219 1325, 78 507 109, 246 9,635 
PASSENGER EQUIPMENT 
A CHPCALS.  scte stoic kes 1,182 15 7 1,110 
Combination cars........ 26406 © 1 14 266 5 
MinimMescarse Gees eee 93 1 92 
Wolomstrcarsees “neko can 158 1 11 146 
ParlOMIC TES esto eet ede 60 60 
WaleiCars reo ay ona 26 6 20 
Sleeping cars. bie ache 380 8 Oa2 6 
Tourist cars. he ‘ 43 ii 42 
Baggage and express cars. 1, 166 60 16 56 I 1,265 92 
Postal cars. Sa ere ia: 55 yy 53 8 
Te tt Cnkeoee ek emote 29 9 2 36 18 
Other cars in passenger 
BET VCC He eet thy. Wah teal ong Sate 53 30 4 79 
retake hia tert 3,459 99 53 70 34 3,541 124 
Work EQuIPMENT 
Cars in work service...... 7,947 58 313 393 8,085 132 


FLoatinGc EQUIPMENT 


Varkerrics sc deo a ee ee 8 8 
WBATOOSN 2 ae) Seen hs mee 29 6 Sie t6 
SEOnINGkSs, 55 Seats ts 14 14 
Tugs Page Set eee 5 3 
NEAT Sete cs, CARR OR ee 3 3 


Note: Includes Quebec, Railway, Light & Power Company equipment acquired November 1, 1951, as 


follows:— 
Locomotives—1 steam and 6 electric Passenger equipment—9 unit cars and 30 other 
Freight equipment—23 box, 60 coal and units 


6 other units Work equipment—7 units 


RAILWAYS AND SHIPPING 


STATISTICS OF RAIL-LINE OPERATIONS—— 


TRaAIn-MILES © 
EL GIO ING SCUVACOS ree OM ecole che ee aie aa tide eae ate ans 
BOOTS OR ESOL VAC re ora iS Fics ele hee ae SEES ied Gia ye ick te Bhagh ci Ue ns: Sls 


LocomortivE-MILEs 
Preie Numer viCO a. chistes cre vd leat Bare Mees ee MN ye BPMN Cac cat tat Cae Lat fea 
Passenger service............-0+-: Were EM isin Ooh Maks vides ices eee 
FE PAlUS WaUCIND = — FP TOLNG cnc pe ee Pe alto acw Ay blevei dine alenetad tees 
en AGROLIS Claim trek erten ee bene oi iatedie wees ag aa een. ait 
ATO. OM ILC OTIS —— UT CISTG. See fol so Mdiecncs. auahe Sty had eas arere ehale Nuee he 
ae PARSOMEOE. rane Hake Pac er tow ak He tale: at sea ietony 


Car-MILEs “ 
Freight Service: ; 
PAL AECIS OG CALS Ore uk. COAL Oe ip Taga aa al ale: MLE ene ode a laters 
STIR DUS SELORE VULCAN'S J 70 ty fc seasc.cls oR ORR cheer Ritio acca aol Weiterd diehs ail 
Passenger coach and combination cars..............2cee cee eees 
Sleeping parlor and observation Cars... ....... 0c cece ces cedenes 
HD INI OL CATS Mat py sie ee la ecco Meee OR ee ocean ae WN Alar eieeee 
AVEO CALE oo ea tT oo eres oc ela aioe Ln Cokin boven cate ote Me neta Meee esha tn 


Passenger Service: 
EOC ATOITIG, CALA eta We alk a hasty Pat seo W eae eee ata athe, aes eae dea Mechent 
NSEC cide 12) 02 TY ADL 9 a IE AC ae OE SER Ee hs RR ey 
Passenger coach and combination Cars.........6 ccc scene ence 
Sleeping, parlor and observation Cars.............e cece eee eens 
PDUNUNRCATS eo eusth ie eiaiey pe Ne oaenn OW otal ee ns aah eae hans tyra gh ard elk Rh 
COED CTI CATS Seek is Hu rae a tnile MR ee Roe OG celaters eS dere aie 


Total car-miles re and passenger services........... 
UE IE GOT VAC Glee oon th eee fice MRIS) rahe Anan oS uw eieaie nea Mint heed Sarre 


FREIGHT TRAFFIC 
Tons Carrieus—eventie.ireizbat. ... . fete cles fo ce bo ok Oi getnetee 
ft Of IMHeS=— 1 LCV CONUS ITEIS NE, ces 4 es hrs chow age a see eros ee lis ee 
POLO A POO br. 5, Shik steve a, kL cretehetra tape tee a ache “anaun lel bsogtt eae 
PAU ONMGMIOE GOI hae EN AS ern Been ee oe ae Lea he en os 
Revenue per ton-mile............. POON Ne Ce ha ide htt eges 
A SOL AON TA beta kre ts ie Peebles Rae he POE Cee ae Aa see tata 
Ton-miles— Revenue freight per mile of road..................05 
Ton-miles—All freight per mile of road.......... 0.0.0 e cece eeees 
Gross ton-miles of cars, contents and cabooses........ IY Garoeaee oe 
Net ton-miles of freight (revenue and non-revenue).............. 
bram-hours in freight road Service. .:. cei. sss seo aki «ha tans es 


PASSENGER TRAFFIC 
Pasecnvers Carried joo: aun eee as oe eee is ee ER aE 
PAsSSOnPeTsDAlLOG ss sa cagiee se Pe has Go's hee aah Ok oe ws es AED ahd viata 
Passenger OVeENue. cae vateie sak ek eee Lah Ree LACE eh ria 
Revenue Der DASSODLET cies us opie ei aise tie nie wie lte eee Fiche WD Flay wes «= 
Average DASseuger JOUINOV. seed tee wel se mehated s tare @ tae ue 2 
evento pen passenger glen eee hs A bitin areas aeotlsis Deis steals cas 
Patsencer-miles per. Mile OF TOA 9. hee Haas bie book cons bees ptlok 


Net Ramway Operatina INCOME 
(Rosa Levene vor, U1 OF DOSE. » Wines aabn sone Balede « -tep ale ais aes 
Gross railway operating charges per mile of road................ 
Net railway operating income per mile of road.................. 


1951 


48,353, 158 
24,412,847 


72,766, 005 
2,390, 845 


75, 156, 850 


51,433, 200 
24, 548,619 
4,069, 286 
156,472 
17,856, 977 
1,787,151 


99,851,705 
2,515, 865 


102,367,570 


1,313,474, 003 
562, 081,865 
6, 980, 076 


424,251. 


27,282 
8,071,015 
47, 548, 666: 


1,938, 607, 158 


627, 687 
89, 545 

63, 831, 093 
53, 813, 300 
8,703,355 
81,970, 608 
660, 448 
990, 922 


210, 686, 958 


2, 149, 294, 116 
3,824, 341 


2,153, 118, 457 


24,176-07 > 


89, 618, 436 

36, 434, 821, 058 
$498, 800, 344 
$5 - 56582 
$0-01369 
406-55 
1,501,578 
1,624,019 

83, 988, 584, 508 
39, 262, 386, 491 
3,015, 621 


17,322,723 
1,611, 153, 281 
$47,475, 661 
$2 - 74066 
93-01 

$0 - 02947 

66, 642 


$25, 845.15 
$24, 786.36 
$1,058.79 


® 
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1950 


45,458,577 
22,387, 001 


67, 845, 578 
1, 660, 668 


69,506, 246 


48,499,499 
22,451, 088 
3,913,276 
148, 239 
16, 696, 883 
1,678,613 


93, 387, 598 
2,224,277 


95,611,875 


1, 225, 840, 184 
530, 990, 013 
6,651,117 
410, 567 
34,650 

8, 026, 236 
44,790, 469 


1,816, 743, 236 


687, 577 
82,782 

56, 183, 679 
50, 546, 895 
8, 128,985 
76, 286, 092 
596, 160 
753,218 


193, 265, 388 


2,010, 008, 624 
3,627,430 


2,013, 636, 054 
24, 188-40 


81,364, 658 

31, 988, 269, 548 
$445, 780, 004 
$5 -47879 

$0- 01394 
393-15 
1,317,500 
1,451, 268 
77,219, 463,322 
35, 103, 861, 182 
2,805, 604 


16,819,857 
1,407, 724, 037 
$39, 889, 206 
$2 -37155 
83-69 

$0- 02834 

58, 198 


$22,896.58 
$21, 224.52 
$1,672.06 
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REVENUE TONNAGE BY COMMODITIES 


AGRICULTURAL PRODUCTS 


Other grain (including dried peas, beans, 
BOY DEANS) a scb Ghee tee coe eee 


Other math: products. 60, 60 OE eee 
PLAY ANE SULA W.. oo osc Fok ee ee tes 
BOLT ORE oe urna e Lain 3h... ihe es a Re 
PX DRIES (MILES) Wii. co ans Pkt oe On eee 
Oper Louse POshy) v's 5) oki heen ee oe wae aaa 
POL ALOES IN Wu ha on Sei ee’: Cua Naeem nay le eee 
Other fresh vegetables. ii)... 0 a 
Other agricultural products............... 


Paultcy CLa ied Met aula ce ge arts oo as a VOW ra A 
Dressed meats or dressed poultry (fresh 
GITOZOD ee Wii Taine eect ne tee, 
Dressed meats (cured or salted).......... 
Other packing house products (edible).... 


Crete \s era see leiis ielle. (e'\e, tw! 6 ae) erie, © le! 01's we lOue ee) ehe <6 


po! > wie (ele ee) (a's) ¢ lede ele ie elele le, © 6). ivt w 


OR et et aay ees giaker cat MOAR Cr 
Copper ore and concentrates.... Ck veae 
Other ores and concentrates.............. 
Base bullion, matte, pig and ingot (non- 
FOPTOMS IN CLAIS) vers kit ee ks hace ae 
MICA PRAYER tual Mey bonwol ee eo ove 
Stone (crushed, ground, broken).......... 
Slate, dimension or block stone........... 
Reruche Mebrolou ky. sis. souk Was ye th 
ore (natural, by-product petroleum). . 
FaNV NT) SAA ay Soe nc arg AY SUNY (in ay TS i echt a 


Forest Propucts 

Logs, posts, poles, piling... LCE AN ed 

Cordwood and other firewood............ 

De re wie. df BCAA Re Soe haa eee 

BEE TTL tol ea son Ae parents Steel at ae RR 

Lumber, timber, box, crate and cooperage 
RYVACETIAL (4 ee aarte fe6 Sok take eke One 

PIS OTOOUL sites UP to eee ee ees eee 


Year 
1951 


Tons 


7,389, 538 
508, 563 
1,407,428 
1,607, 644 
121, 155 
85, 763 


219, 271 
975, 448 
1,366, 531 


264, 430 
795,481 


15, 681, 663 


215, 442 
26, 616 
92,655 

8, 268 
38, 743 
24,841 
29,460 
63,410 
97,866 


987, 096 


2,377,551 
10, 728, 805 
1,187,981 
738 , 923 
969, 031 
1,562,925 
213,218 
2,991,499 


616,871 
2,299,310 
2,906, 225 

74,934 

248, 812 

404,825 

593,379 
2,514, 944 


30, 389, 229 


945,753 
211,704 
63,252 
7,321, 157 


4,766, 706 
115, 469 
266, 553 


13, 690, 594 
60, 748, 582 


Year — 
1950 


Tons 


4,939,977 
474,822 
1,116,847 
1,000, 342 
122,299 
45,771 


188 ,804 
923, 044 


"1, 663, 433 


138,770 
93,001 
86, 892 

279, 946 

398, 191 

242, 692 

785, 983 


12,500,814 


32,775 
275,195 
8,783 
122,477 
278 


210, 284 
35,871 
70, 147 
12,139 
36,578 
25,772 
33, 593 
74,008 
97, 668 


1,035, 568 


2,543, 195 
11,339, 124 
1,340, 030 
723, 653 
926,845 
1,374,878 
236, 386 
2,598, 251 


602,087 . 


2,185,148 
2,443,199 
89,378 

1, 126,383 
384, 877 
457, 833 
2,210,817 


30, 582, 084 


601, 668 
257, 559 
47,009 
4,232,336 


4,956,332 
95,003 
317,578 


10,507,485 
54, 625, 951 


Increase or 


decrease 


Tons 


2,449, 561 
33,741 
290, 581 
607, 302 
1,144 


39,992 - 
30,467 _ 


52,404 
296, 902 
35, 684 
- 6,468 
10, 446 
46,926 
51,717 
21,738 
9,498 


3, 180, 849 


9,013 
58,483 
585 
487 
145 


5, 158 
9, 255 
22, 508 
8,871 
2,165 
931 
4,133 
10,598 
198 


48, 472 


165,644 
610,319 
152,049 
15,270 
42,186 
188, 047 
23, 168 
393, 248 


14,784 
114, 162 
463, 026 

14,444 
877,571 

19,948 

95, 542 
304, 127 


192, 855 


344, 085 
45, 855 
16, 243 

3,088, 821 


189,626 
20,466 
61,025 


3,183,109 
6, 122, 631 


Percent 


49.59 

tet 
26.02 
60.71 


94 
87.37 
16.14 

5.68 
17.85 
25.71 

5.88 
12.02 
16.76 
12.99 


8.96 
1.21 
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REVENUE TONNAGE BY COMMODITIES (Continued) 


| Year Year Increase or 
Y 1951 1950 decrease 
Tons Tons Tons Per cent 
Brought forward 2.0.7 0).) ae 60, 748, 582 54,625,951 6, 122, 631 
MANUFACTURES AND MISCELLANEOUS . 
ET AROLING PG ken Cee ko! ee ane 2,042, 123 1,992,205 49,918 2-51 
: Petroleum oils and petroleum products 
(except asphalt and gasoline)...... : oh 1,956, 627 1,824, 254 132,373 7-26 
nei ck GURU aE Mont Lh 030 tb OI Ee Ra gy Mead SUN 298 , 870 306, 022 Toe 2-34 
EVOWNS CUS La FOL OORT dials 4/4 eae eS 604,970 599,476 5,494 -93 
Raiis*and fastens.) his a See om 68, 328 56,724 - 11,604 20-46 
Iron and steel (bar, sheet, structural, pipe) 2,049,387 1,621,418 427,969 26-39 
Castings, machinery and boilers.......... 337, 065 304,410 32,655 10-73 
USAT BSE CUD en Seine We a RUA Fie EOE 993,759 933, 373 60, 386 6-47 
Brickand artilicial stones. v4. 2oe oe eee 414, 683 341,498 73,185 21-43 
PAIS AR Paster ney. ee Pu ee aceite 581,876 562, 267 19,609 3-49 
Sewer pipe and drain tile................. 63, 650 58, 027 5,623 9-69 
Agricultural implements and_ vehicles 
OthercthansawvOsue wes) eels se woe 367, 707 349, 326 18,381 5-26 
Automobiles, auto trucks and auto parts.. 2,135, 524 2,461,632 326,108 13-25 
Household goods and settlers effects..... 15, 080 15,497 41? 2-69 
Wurniture. 37452) 0 PSIG Ne ak ea reat Ba 69,450 63,571 5,879 9-25 
Beverages Coty oy Ae ee pa eso 365, 507 805,954 ~ 59, 553 19-46 
Pervinzerss Alikmds eh wes ek soe 1,017,687 995, 762 21,925 2-20 
INGWaDrint Paper. . Ua Uae oe ook ee 2,195,111 2,082,046 113,065 5-43 
OPC DADeL ne ners thes ayn HN ae 428, 548 370, 596 57,952 15-64 
Paper board, pulpboard and wallboard 
"so 5Y 2 op RENT REECE AA GRRE SRE a a 705, 434 637,100 68, 334 10-73 
NV OOGDULD TOs Cin ain Ge tee A Ce ht ai cile ede 1,642, 026 1351 3k 290, 649 21-51 
Fish (fresh, frozen, cured, etc.)........... 83, 241 95,407 12,166 12-75 
Canned goods (all canned food products) . 630,081 605, 860 24,221 4-00 
Other manufactures and miscellaneous.... 7,969,875 6,959, 614 1; 010; 261°. « ::44-52 
Merchandise (all L.C.L. freight)......... 1,833,245 1,845, 291 12,046 65 
Ls ria RA RMA a beac NeaSmDe es O Mes 28, 869, 854 26,738, 707 2,131, 147 7:97 
CHEAT COCALO Soe oc Baten Lie 89,618, 436 81,364, 658 8,253,778 10-14 


OPERATED MILEAGE, 31st DECEMBER, 1951 


OpERATED Roap MILEAGE Owned Leased Trackage Total 
AGIAN GHOnIOCION Sorin rae mle ee oa PUN a Thal 3, 790-62 6-41 82-95 3,879-98 
CONT EA LOR ION Fc Sr Ma ae alee Katey ed as ohare 7, 146-93 347-91 55-64 7, 550-48 
WLOSLELI PR OOION Ce ore hori hi cols eae eae nee 11, 341-42 34-84 92-54 11, 468-80 
Grand “Link Western Lines. (o> ont ae 883-10 9-50 59-75 952-35 
Gentrale Vermont Lanes. oe etre ese ote BIS Kn ec ek ie? 58-73 421-83 

PEGURI TIFEENUAGAT EraC kas, Gol ale ta eee Os S20 Le 398 - 66 349-61 24, 273-44 
NGINGS wT OANA CA aos. ee Se Terao ores Aa ade lee 22, 063-54 216-79 226-74 22, 507-07 


Pynes AM LINIted oLabes, .t. sc aloes ne dle ahh es 1,461-63 181-87 122-87 1, 766-37 


OprprRAtTeD Miteace Att TRACKS 


rst WD TACK ie ott cea tie one tu ene odes 23,525-17 398 - 66 349-61 24, 273-44 
Socom rem ait braGic 04 ees oo ere ey Sey ae 1, 229-63 9-31 72-16 1,311-10 
FLakarcerara, brace fo ae ee ae oe, ae Os SO a2 sprue see ola 3-49 33-51 
Fourth’ and other, main tracks. oo eo ae eS DOTS NSS ieee 5-09 15-87 
Spurs, sidings and yard tracks.................. 6,171-05 127-71 1,300-02 7,598-78 

Ota): BLACKS an ttatis te ek weet oa tee 30, 966-65 535-68 1, 730-37 33, 232-70 
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And then the rest of the report consists of the balance sheet and statistical 
tables which I hope will give the committee a fairly comprehensible grasp of 
activities. 


The CHAIRMAN: Thank you very much, Mr. Gordon. Now, if the members | 
will refer back to SES 6 we will take up operating revenues and operating 
expenses. 


Mr. MAcDONNELL: Mr. Chairman, there is one general question I would 
like to ask at this time. 


The CHAIRMAN: Yes. r 


Mr. MAcDONNELL: Perhaps it should be addressed to the minister rather 
than to Mr. Gordon. I notice that with respect to the board of directors, the 
number is very small; am I correct, only five or six altogether? 


Mr. GORDON: Yes. 
Hon. Mr. CHEVRIER: Yes, that is right. 


Mr. MAcDONNELL: Now, I would like to ask you this question: is it a matter 
of policy to keep the board so small? I am sure that Mr. Gordon would agree 
with me in general that it is a good thing for an executive head to have as much 
in the way of fresh ideas from outside as he can get. I don’t mean the directors 
should interfere with management, but I merely mean that you get fresh views 
if you have a fairly wide range of people on the board, I would have thought; 
and I would like to know whether that conclusion was arrived at as a matter of 
policy. It seems to me that you deprive yourself of the advantage of outside 
views. 

Hon. Mr. CHEVRIER: In the first place, these members of the board.of 
directors are permanent, they are not employed in an advisory capacity. They 
are appointed by the Governor in Council to administer the affairs of the 
railway; and while there have been representations from time to time to 
increase the number on the board, the government has not seen fit to change it. 


Mr. MAcCDONNELL: By the way, Mr. Minister, how often does the board 
meet? 


Hon. Mr. CHEVRIER: Once a month. Ryety time a vacancy is about to 
arise the question comes up as to whether we should not change the geographical 
location from which the member of the board comes; and the question also 
arises as to why there should not be more representatives from B.C. or additional 
representation from Newfoundland. But, until we amend the Act under which 
the board is appointed the position remains as it is now because the Act provides 
for a seven man board of directors. 


Mr. MAcDONNELL: I know that, but may I point out to you, Mr. Minister, 
that there is such a thing as amending an Act. I would imagine the minister 
could change his views as to whether it would be wiser to have a larger, a more 
representative board. 


Hon. Mr. CHEVRIER: I can tell you, Mr. Macdonnell, I have no pronounced 
views on it nor, I am sure, do we have as a government. When the matter has 
been up for discussion we have come to the conclusion that it would not be 
desirable at the time the discussion took place to amend the Act, and we saw 
no reason why we should change our views then. 


Mr. MAcCDONNELL: Do you not agree with the view that a board more 
comparable, let us say to that of the T.C.A. would be preferable? This board 
represents an operating institution which is one of the largest in Canada, one 
which has problems of extensive technical difficulty. That is why I raised 
the question as to whether a wider representation on the board might not be 
desirable, one through which ideas could be projected from the board through 


Se, eae 
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to the management; not to interfere with what management is doing, but rather’ 


to offer assistance by way of comment, artd sometimes of criticism; but, at any 
rate, it is an opportunity of having fresher minds. 


Hon. Mr. CHEVRIER: I believe that I can answer your question by saying 
that I believe, eventually, there will be some provision made for a greater 
number of directors on the board. 


Mr. MAcDONNELL:’ “Eventually” is such a long word. 
Mr. PouLioT: What would be the number that you would suggest? 
Mr. MAcDONNELL: Well, Mr. Pouliot, I did not have it in mind to suggest 


any particular number, I was just dealing with the general idea of the 
possibility of a greater representation on the board of directors. 


Mr. POULIOT: You are going on the assumption that the more numbers you 
have on the board the better will be the result. Speaking personally, I am for 
quality and not for quantity. The purpose of the board of directors is to 
advise the management, and, as I see it, the more advisers we have the more 
difficulties we may expect. 


Mr. MacDonNELL: Not with a man like Mr. Gordon; he keeps the directors 
in their place. 


Mr. PoutioT: But Mr. Gordon is not the only man. We must have a board 
of directors to give direction to the board of management. The board of 
directors cannot have any say in the operation .of the road so what difference 
does it make anyway. 


Mr. MacponneLu: Let me put it this way, Mr. Gordon; again, I don’t want 


to appear to be interfering with the management; that is to say, I think the 


president and the executive are responsible. On the other hand, there are a 
great many conclusions which Mr. Gordon has to make which are very far- 
reaching and which I presume he brings to the attention of the board from time 
to time asking for their advice. And when I say I do not want the board of 
directors to interfere with management, I do not mean that they should not 
make decisions. They could make very important decisions, but they are 
decisions to be carried out by the president. 


Mr. GILLIS: Has it not been your experience, Mr. Macdonnell, that the more 
men you get around a table, the longer it takes to get a decision? 


Mr. MACDONNELL: I think there is something in what you say. 


Mr. GILLIs: It generally boils down to one fellow making a decision and the 
others agreeing with him. 


Mr. Gorpon: It is a fact that in the day to day operation it is necessary that 
the head of any organization should be free to exercise his own judgment in 
regard to the immediate situation. But on broad questions of policy, that is — 
where the board of directors functions. There are questions of policy and 
questions of broad interest to the operation of the property as to which the board 
of directors certainly should express views. Speaking for myself, I make it a 
very definite point to bring before the board of directors any questions of that 
type. Therefore I do not want to let your comment pass, that the board of © 
directors do not do anything, because they certainly do. They make a very 
valuable contribution in regard to the decisions taken in respect to general 
policy. :. 


Mr. Giuuis: I did not mean to say that they do not do anything. I was 
simply drawing a conclusion from what Mr. Macdonnell had said. He wanted 


to have a big board, but with no right to make policies or to direct the 


management. 
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Mr. MACDONNELL: I think that Mr. Gordon has stated it very accurately. I 
did not intend to imply that they were just going to be a lot of rubber stamps. 
I think the board of directors can be useful in questions of policy. 

Mr. Pouutiot: Rubber stamps or statues? 

Mr. Mott: I think, Mr. Chairman, there should be better geographical 
representation on the board of directors; with the great increase in development 
in British Columbia, I do not think you have a member of the board of 
directors who is from that province. I understood your wish was to have the 
directors closer in order to attend meetings of the board. Have we a repre- 
sentative from the west now, and if so who is he? 


Hon. Mr. CHEvriER: Mr. Parker is a resident of Winnipeg. 


Mr. Mott: That is the very answer I got the year before last, namely, that © 


Winnipeg is as far west as the directors go. But I think, having regard to the 
great increase of industry in both British Columbia and Alberta, and in view of 
the fact that the Canadian National Railways are doing so much, that there 
should be a representative on the board representing those two provinces. 


Hon. Mr. CHEvRIER: I think you made known those representations to me 
and to the government on more than one occasion; so I am apprised of them, 
Mr. Mott. 


Mr. PouttotT: I am very sorry that I cannot agree with your idea of not 
tampering with the management and I will tell you why. If you have a car 
without a brake, where will you go? The idea behind having a board of 
directors is that of bringing to the attention of the management the ideas of the 
men on the street. It can be done with these six people, because these men are 
in all walks of life and they meet people, and therefore they know the feeling of 
people; so that when the company comes forward with a proposal of any kind, 
they can give their opinions, which are then weighed by the company. The 
company can then decide whether or not it can be done. 


Mr. MAcCDONNELL: You seem to be agreeing with me, Mr. Pouliot, if I 
understand you correctly. 


Mr. PouLIoT: We nearly always agree; but in this case, while I do not know 
all the gentlemen personally, those I do know I think would be very useful 
because they belong to other boards and they meet business men and they can 
give to the management the opinions of the average business man or the average 
citizen. 


Mr. MAcDONNELL: If I gave you the idea in what I said that I had the 
slightest degree of criticism in mind, then I have slipped badly. I said that 
I thought it was possible to have a little more of a good thing. You said they 
would be able to bring to the board a cross-section of public opinion and I 
agree. But I think that 20 good men could do it better than 6 good men. 


The CHAIRMAN: This matter has now been brought to the attention of the 
committee. The members will remember it, and when the time comes for us 
to draft our report, we may have something finalized. Shall we now turn 
to page 6? 

Mr. GILLIS: We are on page 6, are we not? 

The CHAIRMAN: Yes, on general questions. 


Mr. GILLIS: I would like to ask Mr. Gordon what progress has been made 
in regard to the straightening out of the capital structure in line with the 
recommendations of the Royal Commission of Transportation. You made 
reference in your report to the fact that the royal commission had recommended 
some measure of relief. I notice according to this report that you are still 
about where you were. What measure of relief did they recommend, and when 
do you anticipate that that measure of relief may be forthcoming? 
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Mr. Gorpon: ii can only say that the railway has made its submission to 
the royal commission, and therefore the next step is a matter for the govern- 
‘ment, and I think the minister is the one to comment on it. 


Mr. GILLIS: What measures of relief did they recommend? I have read 
the report of the royal commission and I certainly remember the recommenda- 
tions made by Mr. Gordon for a complete revision of the capital structure 


__ and for some relief from that interest debt. But I did not see anything in the 


a 


ea 


report of the royal commission that I would interpret as being a measure of 
relief. 


Mr. GORDON: Oh yes, there is a definite recommendation. 

Hon. Mr. CuEvrier: If my friend will read the chapter in the report dealing 
with the capital structure of the Canadian National Railways, chapter 6, 
at page 180, he will see there the recommendations made by the Royal Com- 
mission on Transportation. They are pretty lengthy and fairly complicated. 
I do not think you will expect me to go into them here. But with respect 


- to your question of what progress has been made, the President of the Canadian 
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National Railways has stated in his report that he hopes that something will 
come out of these recommendations in 1952, and all I can say is that the govern- 
ment has given, and is still giving careful consideration to the recommendations 
of the royal commission. Whether or not it will be possible to incorporate 
any or all of them, I am not in a position to say at this time. All I can say 
is that we are giving them careful consideration and I hope that before the 
session is over it will be possible to bring in a bill that will meet, in part at 
least, if not entirely, the recommendations that the Canadian National Railways 


have been asking for over’a period of years, for relief from their capital 
structure. . 


Mr. GILLiIs: I hope that the government has something definite in mind. 
I read the report of the royal commission as well as its recommendations, 
and as you say I think they are ambiguous, complicated, and mixed up; and 
in trying to sort them out, I could not see very much relief in it. But I will 
take the word of the minister for it. 

Mr. MACDONNELL: He did not say that. 


Hon. Mr. CuHEvrieR: I would like to follow Mr. Macdonnell’s point and 
ask my friend not to put words in my mouth which I have not said. I did 
not say that the recommendations were complicated and ambiguous; but I did 
say they were difficult matters. 

Mr. GILLIS: Oh, that is right; I added that. 


The CHAIRMAN: Knowing Mr. Gillis’ deep interest in that problem I 
allowed him to jump, as you noticed, to page 19 of the report. 

Mr. Giuuis: No. It is right here in this review. 

The CHAIRMAN: You will find the details are dealt with on page 19, under 
the heading of ‘‘Royal Commission on Transportation”, and “Recapitalization”’. 
Are there any further questions, or shall I declare the itém carried? 

Mr. PouLiot: Mr. Chairman, if you will kindly permit me; the recom- 
mendations of the royal commission may be ambiguous, but the legislation 
sponsored by the Minister of Transport is always well drafted, and he is able 
to understand it. 


Hon. Mr. CHEvRIER: Thank you, Mr. Pouliot! 

The CHAIRMAN: Are there any further questions then on “Royal Commis- 
sion on Transportation”, and “Recapitalization”? If not, I shall declare the items 
carried. 

Mr. FULTON: Wait a moment, Mr. Chairman. Could we not wait until we 
come to them? | 
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The CHAIRMAN: Well, Mr. Gillis did not want to a and knowing his deep 
interest, I let him go on. 

Mr. Gituis: I was sorry to see that the railways were still Saag: that 
$46 million of interest charge. | yi 

Hon. Mr. CHEvRIER: $46 million? . 

Mr. Gorpon: Yes. That is the total of interest. 

Mr. GILLIS: Yes. . 

Mr. MacpoNnNELL: Did Mr. Gordon deal with the question of ‘Operating 
Ratios”, or would this be the correct place for him to do so? I wish he would 
say a word or. two about it and perhaps give us some comparative figures, if 
this is the convenient place. 

The CHAIRMAN: I think perhaps this might be a good place to do it. 

Mr. Gorpon: Page 29; is that the figure you have in mind, Mr. Macdonnell? 

Mr. MAcDONNELL: I mean actual. 

Mr. GorDON: Comparative expenses? 

Mr. MACDONNELL: How much of the dollar it costs you to earn a dollar? 

Mr. Gorpon: There is a comparison of our total revenue, 92.85. 

Mr. MAcDONNELL: Would this be a convenient place to give us the com- 
parative figures of other north American railways? 

Mr. Gorpon: In a general way I would say that our percentage of operat- 
ing in terms of expenses is perhaps somewhat higher than the class one railways 
of the United States. 

Mr. MacDONNELL: Do you not think it should be perhaps the most directly 
comparative figures we could get? 

Mr. Gorpon: There are a number of qualifications, to be sure; that is, 
there is nothing that you can compare with the Canadian National Railways as 
such. If you take the United States Class one railways, they are, after all, 
railways operating in a limited territory; there is no transcontinental railway 
as such; there is nothing comparable in the way of our thin traffic lines which 
have been built in the national interest, and so on. Therefore, when you look 
at these things, you must come out with the conclusion, in so far as our operat- 
ing ratios are concerned, that inevitably they are bound to be higher. 

Mr. MacpoNNELL: I am sure you have made clear the considerations to 
be borne in mind, and I hope that we will have sense enough to accept them 
as you have described them; but dacs this not give you a starting point? 

Mr. GORDON: I agree. 

Mr. MAcDONNELL: What I am seeking is a comparison. Perhaps we can 
leave it now and you will be able to say something about it later. 

Mr. Gorpon: Yes. I shall see what I can set up on it later on. 

Mr. McLureE: Mr. Chairman, where can we find a breakdown of the operat- 
ing revenues of the different regions of the Canadian National Railways? 

Mr. Gordon: We do not break down our accounts in the form you are 
thinking of, Mr. McLure, region by oe 

Mr. McLurReE: Yes? 

Mr. GorDon: Our difficulty there is that there is quite an item of expenses 
which we call common expenses and which has to be spread over the whole 
system as part of the railway debt; so it is not possible to take out specific 
regions in a form which would allow for proper comparisons of the kind you 
have in mind. 


A 
4 
, 
. 
F 
* 
* 
" 


~ 


RAILWAYS AND SHIPPING | 49 


~ 


We can, for instance, take specific comparisons of given areas for our own 


| purposes, when we are trying to see whether or not their costs are higher than 


in other places, but that is a technical operation which we perform for depart- 
mental reasons. But you cannot get district comparisons of the type you have 
in mind because there is a common expense factor which has to be spread 
across the whole system. 

Mr. Poutiot: If a car is loaded at Halifax for Vancouver, what region 
gets the credit for the freight? Is it Halifax— 

Mr. Gorpdon: The originating point. 

Mr. COOPER: It would have to be divided by regions. . 

Mr. Gordon: You are thinking of what goes into the revenue account? | 

Mr. Poutiot: No, I want to know what region is credited. 

Mr. Gorpon: Each region gets its share of the haul. We start off with the 
originating-point and then we spread it across where the haul takes place. 

Hon. Mr. CHEVRIER: The Atlantic region would get the share up to Diamond 
Junction, would it? 

Mr. Cooper: It is divided into 50 mile blocks—that is the basis for division, 
inter-regionally. 

Mr. MacDONNELL: Are your operating costs. dealt with in the same way? 

Mr. GorpDon: Costs are direct. 7 

Mr. MAcDONNELL: I just wondered if it corresponded to the earnings 
pattern? 

Mr. GorRDON: Well, the cost factor does not arise. Costs are direct in the 
place where they arise. They do not have to be spread over other regions; 
they are applicable to the particular points. 

Mr. Pou.iot: The cost in each region is separate? 

Mr. GorDON: Yes. 

Mr. Poutiot: Whether freight charges are paid in Halifax or in Vancouver 
each would have a share? 

Mr. Gorpon: Generally speaking we would give each region its share of the 
revenue that arises out of the operation in that particular region. 

The CHAIRMAN: Is that share based on the rate structure or on the mileage 
haul? é 

Mr. Gorpon: Its basis, as Mr. Cooper points out, is a railway division of 
50 mile blocks. 

The CHAIRMAN: What do you do where there is a long haul with a low 


arbitrary? 


Mr. GORDON: The same would apply. 

The CHAIRMAN: So it is really based on a proper allocation of the freight 
rate? 

Mr. GorDon: That is what we try to do, yes. 

Mr. McLureE: I have another question in connection with that. In the case 
of the Prince Edward Island regions and a long freight haul originating there, 
what proportion would be credited to the car ferry? Or, is it just taken in as a 


- portion of the road? 


Mr. Gracey: It is a ton mile proportion. 

Mr. Gorpon: Mr. Gracey might answer the question. He is our comptroller 
and he will explain it. 

Mr. Gracey: Would you repeat the question? 
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Mr. McLure: My question is simply this. If you were apportioning or 
crediting the long haul freight would the connecting link from our province to 
the mainland, meaning the car ferry system, be credited with their proportion 
of the long haul rate right straight through as an opetene revenue? For 
instance, if there were thirty carloads— 

Mr. Gordon: Do you mean to ask whether we include the car ferry as 
part of the Prince Edward Island operation? 

Mr. McLure: Or by itself? 

Mr. GRAcEY: By itself, yes. 

Mr. Gorpon: We do not maintain a record of revenue on the Prince Edward 
Island division as distinct from the Atlantic region as it is an integral part. 

Mr. McLure: The reason I bring the question up is that from time to time 
we see in Public Accounts the fact that there is a deficit on that railway. AsI_ 
have always said, the word “deficit”? should never occur there because it is a 
service. However, the bookkeepers still call it a deficit. I was wondering 
whether from time to time anything is credited to it to overcome that deficit? 

Mr. Gorpon: I should point out that the cost or the deficit, or whatever you 
want to call it, of the ferry is not included in the Canadian National accounts. 

Mr. McLure: No, I Know it is not. 

Mr. Gorpon: It is not in this report at all. 

Mr. McLureE: But it appears as a deficit from the C.N.R. to the government 
and a vote is given each year. I always say that it is a service which must 
be rendered and it is not a deficit. When we apply for improvement they 
always turn around and say: Well, here is a deficit. 

The CHAIRMAN: I take it, Mr. McLure, that what you want to be assured 
of is that in arriving at this deficit, proper credit is given for all the earnings of 
the ferry? é 

Mr. McLure: There would not be a deficit as it would be based on the 
service which the government has to render. 

The CHAIRMAN: Are there any further questions on operating revenue? 

Mr. MAcDONNELL: I have one general question which perhaps might be 
left but I would like to hear Mr. Gordon say something as to it if it can be done 
conveniently. I refer to the effect on the C.N.R. earnings of the tremendous 
increase in trade with the United States. Perhaps that is too vague but I notice 
an increase of 73 per cent in pulpwood traffic, and I mention that only as an 
instance? 

Mr. GorDON: Yes. 

Mr. MAcCDONNELL: Would there by anything in your accounts which would 
enable you to say, even as a rough venture, how much of the increase in your 
earnings came from the tremendous increase of trade with the United States. 
For instance, would your Chicago, Portland and other American connections 
show great change? 

Mr. Gordon: Our United States lines are kept separately from our general 
accounts. We could tell you the operations, for instance, of the Grand Trunk 
Western. | . 

Mr. MACDONNELL: When you say they are kept separately do you mean 
they are not included here? 


Mr. Gorpon: No, but we can give you figures for the United States lines. In 


other words, we can tell you the results for the Grand Trunk Western or the 
Central Vermont railways. 


Mr. MACDONNELL: Are those accounts not carried into this? 
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Mr. GorDon: They are included in this over-all, and I think we can give 
_ you something later to indicate the improvement or otherwise of traffic carried 
in the United States in 1951. However, I do not think I can answer your 
- question completely because, I take it, you would like to know the amount of 
_ improvement in revenue that comes from an over-all increase in export traffic 
_ to the United States. We will have to look at that and see what we can do. 

The CHAIRMAN: I wonder, Mr. Gordon, if a breakdown of that $41 million 

figure of increased volume of traffic would not give Mr. Macdonnell his answer? 

Mr. GorpDon: If you turn to page 45 you will see our revenue tonnage there 
by commodities. Pretty generally you will know what it is. Take wheat, for — 
instance, you will see an extraordinary tonnage of wheat in 1951 as compared 
with 1950. You know that as a general thing wheat does not go to the United 
States. 

Mr. MACDONNELL: How much of that would go through Portland? 

Mr. Gorpon: I forget, but relatively not very much. You will see that the 
table of breakdown of revenue tonnage bears out what I have stated in a 
general way in the report—that we have handled a very large amount of low 
rated traffic so our earnings per ton are lower than they were in 1950. 

Mr. MACDONNELL: When you are giving figures as to the comparative oper- 
ating statement, I take it you might be able to indicate something of the effect 
that your low grade traffic has—as compared with some other forms. 

4 Mr. GorRDON: Yes, we can do that. 

The CHAIRMAN: Are there any further questions? 

Mr. GILLIS: Would I be in order to ask Mr. Gordon about the $381,654,000 
set out as the total wage bill? 

Mr. GORDON: Yes. 

Mr. GILLIS: You said that included salaries and administrative costs. 

Mr. GoRDON: You would like to know the labour cost by itself? 

Mr. GILLIS: Yes, the percentage of that figure— 


Mr. Gorpon: Charged to operating? I do not know if that quite answers 

your question. We have a breakdown here. This total I have before me here is 

_a breakdown showing labour costs as distinct from our material costs in our 
operating expenses. Labour cost in 1951 was $350,713,000. 


Mr. GILLIs: That includes administrative expenses, salaries? 


Mr. Gorpon: No, labour only. I-do not want to mislead you and I think 
I am. 


Mr. GILLIS: I think you are. 


Mr. GorDon: Yes, and I do not intend to. At least I think that what you 
want to know is what might be called manual labour as distinct from other 
forms of administration, is that it? 


Mr. GILLIS: Yes. 

Mr. GorDON: Well, that figure I gave you is certainly not that. 

Mr. GILLIS: No, I did not think it was. 

Mr. GORDON: We could get that for you. 

Mr. GILLIs: I would like to get it. 

Mr. GorDON: There is a problem as to where you break down the total. 


For example, a section man is labour; but a road master, is he “labour” or 
“‘supervision’’? 


Mr. GILuis: I would say he is labour. 
Mr. GorDoN: Assistant superintendents, telegraph operators? 


a 
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Mr. Giuuis: I would consider that all labour. 

Mr. Gordon: The only way I can get you, the figure is to know what you 
are trying to define as labour. 

Mr. GILLIs: When you use the words wage Bi: which you did, my infers 
pretation of wages is wages that are paid to anyone who is in an operating 
position on the railroad, who has to do with the moving of a train. What 
I would like to get is the percentage of administrative cost. Now, my inter- 
pretation of an administrator is yourself, the staff you have here’and the staff 
you have in the offices across the country. | 

The CHAIRMAN: Would labour include a station agent? 

Mr. GILLIS: Yes. . 

Mr. Gorpdon: I would be glad to show you a table here which would 
perhaps meet your purpose, but again it is a question of where is the breaking 
point. Is a foreman labour? 

Mr. GILLIS: Yes, I would say he is labour. 


Mr. Gorpon: Yes, but some people would not; some people would say a 
foreman is a supervisor. 


Mr. GILuis: I would not say that. I would say that anyone who has to do 
with the movement of trains is labour. 


Mr. GorDON: I can show you, then, that on this breakdown table I have 
before me there is a total cost of salaries and wages amounting to $59,833,000— 
a breakdown under what is called “general”. Now, under that heading of 
“general” we include executives, general officers, superintendents, architects, 
draughtsmen, engineers, chief clerks, other clerical forces, stenographers, 
machine operators, and so on and so on. Now, I do not like to make a distinc- 
tion and say that a clerk is not a labourer. He works just the same as a fellow 
with a pick axe, but what you would like to know is the wage bill of the 
people using material, using tools? 

Mr. GILLIS: Yes, that is right, operating trains, conductors and switchmen. 

Mr. Gorpon: And then I have another heading here, Maintenance of Way. 

Mr. GILuiIs: That is labour. 


Mr. Gordon: That amounts to $60,700,000. That includes such people as 
road masters, foremen, supervisors, inspectors and assistants, bridge gang fore- 
men, section men, and so forth. That is a ee job. 

Mr: GILLiIs: Yes, sir. 

Mr. Gorpon: There is $60,700,000 in that. Under the general heading of 
Maintenance of Equipment and She there is $101,000,000. That, again, 
includes different types and classifications of inspectors and stationary engin- 
eers, firemen, coach cleaners and people of that type, but, again, that is under 
the heading of Maintenance of Equipment and Stores. 

Then there is a heading here called Transportation, in which we break 
down $42,000,000. That includes train dispatchers, stationmasters, agents, and 
it would mainde miscellaneous people like tower men who operate the gates 
- on level crossings. 


Mr. FULTON: Would it include the train crews? 


Mr. GorpDon: No. The train crews come in the next item. We have an 
item here of $84,000,000 which covers train and engine men, conductors, en- 
gineers, brakemen or firemen, helpers. That is $84,000,000. And there is 
$4,500,000 for yard masters, switch tenders, hostlers, etc. I have other items 
here, ae express department, $15,000,000; the communications department, 
$13,700,000. 

And that total amounts to $385,000,000. 
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Mr. ns Well, now, what is thie figure for that classification you have 
listed there as ‘general’? 
Mr. Gorpon: The general figure is $59,833,000, and I will just read you 


. exactly what goes into that. It covers executives, general officers, general 


superintendents, and other district officers on the system. It includes divisional 
superintendents and other divisional officers of the system. It includes assistant 
architects, draughtsmen, resident, assistant, and junior engineers, chief clerks, 


and all other clerical forces, stenographers, machine and phone operators on 


the system, and then there is a small item for miscellaneous employees. 

Mr. GILLIS: Well, that answers my question to my complete satisfaction. 
I wanted to get that “general’’ group separate from the others. 

Mr. Gorpon: It has just been called to my attention that of the $59,800,000 


that I mentioned, $32,800,000 of that figure is covered by clerks and other 


—_—-- +” 


clerical forces; it covers the general body of clerical assistants out of the 
executive. 

Mr. GILLIS: That is perfectly satisfactory. 

The CHAIRMAN: While on this point, Mr. Gordon—you have given the 
committee the cost of railway material index for 1951, related to 1936-38 base, 
at 220-5. That is on page 9. Could you give us a similar index for labour 


over the same period? 


Mr. Gorpon: Yes, we have that here. Again, just checking my qualifica- 
tions, because it seems to me there can be no straightforward answer to any 
question in connection with railways. On the question of employees covered 
by wage agreements, which, of course, is the great bulk of the railways 
employees, the index has risen to 223-9, using 1936-38 as a base. I think that 
is the figure you ask for? 

The CHAIRMAN: Yes. 

Mr. Gorpvon: If you applied that to all employees it would be 212:3. 

The CHAIRMAN: Any further questions on operating revenues? 

Mr. McLurE: Just one question. This pulpwood traffic increase; the 
earnings from that would be all Canadian, would they not? We do not ship 
very much pulpwood to the United States, do we? Pulpwood is shipped from 
this country,.in another form, after it is processed into newsprint? We in 
Canada are the largest producers of newsprint in the world. 

Mr. Gorpon: There is a fair amount of pulpwood moved. I am just 
wondering whether we have that figure in our tables. 

Mr. FULTON: It is on page 45. 

Mr. Gorpon: Yes, on page 45 you will find the tonnage figure for pulpwood 
was 7,321,157 as against 4,232,336 in 1950. There was a very large increase in 
the tonnage of that commodity. I have not the figure of the actual amount of 
that that went to the United States. Some went, undoubtedly. It is not an 
important element. 

Mr. McLureE: No, but what I was wondering was whether most of that 
pulpwood was processed in Canada and then shipped as newsprint to the 
United States. | 

Mr. Gorpon: That is right. 

Mr. McLurRE: Because eae are the largest buyers in the world and we 
are the largest producers. . 

The CHAIRMAN: If there are no further questions on A aeee two items, 
operating revenues and expenses— 
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Mr. MACDONNELL: It seems to me this would be the point at which to ask 
Mr. Gordon to say what are the comparable freight rate increases in the United 
States as compared to Canada. It seems to me that it is relevant to have some 
information of that kind. It is important information. 

Hon. Mr. CHEVRIER: Well, the United States are still ahead of us, Mr. 
Macdonhell. 

Mr. GorRDON: I have it here. The overall figure—I suppose you are not 
interested in the breakdown—the overall figure shows that increases in freight 
rates effective in 1952 would bring the United States increase to 79-3 per cent. 
That compares with Canada’s total of 54-7 per cent. Are you looking for the 
overall increases? 


The CHAIRMAN: As long as the comparable figures are used we will get 
the true picture. 


Mr. GORDON: The actual increases authorized in the United States would 
be—there is an increase which becomes effective on May 2—-106-5 per cent. 
Mr. MACDONNELL: Since when? 


Mr. GorDOoN: That would be since 1948—it is from 1938 really, to date. 


The United States would be 106-5 per cent compared with the Canadian figure 
of 78-9 per cent. 


Mr. MAcDONNELL: From’ 1938? 


Mr. Gorpon: No, no. 69-9 per cent in Canada, as compared with 106-5 
per cent in the United States as of May this year. 


Hon. Mr. CHEvriER: There was a recent increase in the United States? 
Mr. GorDON: Yes, and that becomes effective on May 2. 

Hon. Mr. CHEvrigr: You are including that in the 106-5 per cent? 
Mr. GORDON: Yes. 


The CHAIRMAN: Before we adjourn at one o’clock, one matter has been 
called to my attention, which is that the Defence Expenditure Committee meets 
tomorrow morning and some members of this committee will, of necessity, 
be absent. I think, this afternoon, if the committee is willing, we should give 
the right of way and even go out of order in considering the report, if necessary, 
in order that those members who will be absent tomorrow will be able to ask 
the questions which they would want to ask tomorrow morning. I should also 
indicate to the committee now as to our times of sitting. It has usually been 
the practice of this committee to have an afternoon sitting on the first day, but 
not to have an evening sitting on the first day; on the second day, to clean up 
our work and sit in the evening if we require to. 

Mr. MACDONNELL: Is it considered absolutely inescapable that this com- 
mittee has to sit tomorrow morning? 


The CHAIRMAN: Yes, Mr. Macdonnell. We have not only the president 
here but the vice-president and the high ranking executive officers, and we 
cannot keep these men sitting around Ottawa at our convenience. 

Mr. MACDONNELL: They have passes on the train to Montreal. 

Hon. Mr. CHEvRIER: Meanwhile they are sitting here doing nothing. 

The CHAIRMAN: We will accommodate members of the committee, then, 
who want to be away tomorrow morning. We will let them ask any questions 
in advance of our work, but we cannot ask these officials to be absent from 
their desks for more than two days. 
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The CHAIRMAN: We have a quorum, gentlemen; we will carry on. Are 
there any further questions on operating revenues or operating costs? 


Mr. FULTON: Have you finished with paragraph 1? 

The CHAIRMAN: If not, I will declare the item carried. 

Mr. FuLtTon: Paragraph 1, you mean, I take it? 

The CHAIRMAN: No, it covers the whole subject of operating expenses. 

Mr. FuLTon: I have something that I want to raise when we get down to 
paragraph 23, under the heading operating expenses, employee compensation. 
I thought that you were taking it paragraph by paragraph. 

The CHAIRMAN: No. 


Mr. FuLTon: That is all right. Under paragraph 23, I would like to ask 
Mr. Gordon whether there has been any approach by the employees—I am 
afraid that I do not remember the exact technical term for the employees con- 
cerned—but I mean those who went on strike— 

Mr. Gordon: The non-operating. 


Mr. FuLTON: —in 1950. Has there been any request by them for a revision 
of the agreement which was arrived at as a result of the recommendation of 
the arbitrator? I am asking you that because early this Spring they approached 
me and pointed out that the agreement was made operative for two years 
whereas the normal contract arrived at by the ordinary collective bargaining 
process was operative for only one year; and since about the time the decision 
of the arbitrator was applied the increase in the cost of living has gone well up 
at a pace even faster than was usual and therefore they were severely prejudiced 
by their own inability to look for a revision or a new agreement except at the 
end of two years. But to a small group who approached me I said that I 
thought the proper thing to do in the first place would be to take it up with 
the railway management and see if they were willing to enter into talks 
recognizing the difficulty of the men, and they have indicated to me that this 


_particular local would find it difficult to do that, but they indicated to me 


that there was some chance that their union would do it. I wonder if Mr. 
Gordon would say whether there was any approach for a revision of that 
agreement, or, if it was binding for the whole period of two years. 


Mr. GorRDON: Yes. We have been approached by the representatives of the 
non-operating trades who asked that we consider the fact that the cost of 
living had risen since the agreement was signed and whether we would be 
willing to discuss with them a revision in wages for this reason. We met and 
discussed the request with them and told them that our point of view was that 
the basis of their request couldn’t be justified in that way. We pointed out 
that the cost of living had risen roughly 12 per cent, but that their wages as 
put into that agreement had risen by 25 per cent; and that if they were really 
prejudiced in the amount of money, so to speak, it was by reason of the fact 
that they had elected to take a 40 hour week instead of a 48 hour week, so we 
felt that there was no firm basis for re-opening agreements which were 


_scheduled to run for two years. That is where the matter stands now; that | 


—S i. > 
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would be the non-operating groups. We have before us currently quite a 
number of demands from the operating trades which are now in process of 
discussion. 

Mr. Futon: I do not want you personally to answer this, Mr. Gordon, 
because I think that it should be discussed privately between the unions and 
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yourself. Am I correct in my understanding that with respect to the position 
of the non-operating trades they have the right under the arbitrator’s decision 
to serve notice—is it six months before the expiration of the two years? 

Mr. Gorpon: No, it is 60 days. 

‘Mr. Fuuton: 60 days, and my recollection is—that makes it sometime 
around September of this year? 

Mr. Gorpon: That agreement expires in September of this year so notice 
would have to be given to us 60 days in advance of that expiry date; they 
would have to serve notice on us about the first of July. 

Mr. FULTON: Sometime about the first of July? - 

Mr. Gorpon: That is right. 


Mr. FuLtTon: Then it would be sometime now before you will be taking 
this matter up with them again. 


Mr. GORDON: Yes. 

Mr. FULTON: Unless someone else has a question on that point, Mr. Chair- 
man, I would like to ask one on paragraph 27. 

The CHAIRMAN: We haven’t reached paragraph 27 yet, Mr. Fulton; if you 
don’t mind? Are there any further questions on the sections up to and including 
section 26? If not, I will declare the first part of this report carried. 

Mr. McLuRE: With reference to purchases, I would like to ask one question 
about the 10 per cent sales tax. Does the C.N.R. have to pay that 10 per cent 
on all its purchases of supplies for individual lines? 


Mr. GORDON: Yes, exactly as a private company does. 
Mr. McLureE: That would be quite a large item, would it not? 


Mr. GORDON: Yes, it would be a considerable amount. I haven’t got the 
detail down here. We might be able to get a figure on that for you. I havea 
statement here which shows our taxes on materials purchased—that is really 
what you have in mind? 


Mr. McLuRE: Yes. 


Mr. GoRDON: On them we paid federal sales tax estimated at $16,362,000 
and a further amount of $3,331,000 in duty. 


The CHAIRMAN: Shall paragraphs 1 to 26 carry? If so, we will go on 
with— 

Mr. Poutiot: Mr. Chairman, just before you leave that, I would like to ask 
Mr. Gordon if they have any separate figures showing the relative earnings on 
the central region as compared to the other regions. I would like to know 
how much the earnings were on the central region, on the maritimes—the 
eastern region, and so on. 


Mr. GorDON: While we have accounting figures for the various regions I do 
not think we make a practice of breaking them down for the different sections. 
Did you have in mind getting that information section by section? 

Mr. PouLioT: Well, Mr. Gordon, I will tell you why I asked that. I under- 
stand that the central region is the largest region on the system? 

Mr. Gorpon: That is correct, in a sense; but, you see that is the difficulty 
of taking one region—you might have more revenue there and that would 
show in our accounting figures for that region; for instance, that might be the 
one region on which you had your greatest volume of traffic. 


Mr. Poutiot: I know that, but there are regions in which you have less 


traffic and which pay less. 


Mr. GORDON: That is quite right, quite so; in other words, our heaviest 
volume of traffic is in the central region and there we get our highest amount 
of earnings out of the central region. 


Se) ee 
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Mr. Poutrot: And the western region has the longest mileage? 

Mr. GORDON: Yes. 

Mr. PoutiotT: And the shortest mileage is the eastern, the maritime region? 
Mr. Gorpon: If you are talking about region by region; yes, that is correct. 
Mr. POULIOT: Yes. 

The CHAIRMAN: Shall paragraph 26 carry? 

Carried. 


Then we will take paragraphs 26, 27, 28 and 29. 

Mr. FULTON: Under other income accounts, paragraph 27; I would like to 
ask Mr. Gordon if there is any figure included in that total in the form of 
revenues from oil leases in Saskatchewan? 

Mr. GorRDON: Yes, it appears in that general total. 

Mr. FULTON: Can you tell us—I raised this simply because I remember we 
had some, shall I say vigorous discussions about it a couple of years ago? 

Mr. Gorpon: The annual rental earned from our oil leases, in total, 
amounted to $326,875. 

Mr. FuLTON: You use the word “rental”, Mr. Gordon: is that the usual 
form of lease rental payable prior to any production? 

‘Mr. Gordon: We call that rentals, it is revenue from the leases. 

Mr. FuLTON: From the leases; in other words, there has been no oil pro- 
duction from this planned as such? 

Mr. Gordon: That is quite right. 

Mr. Fuutton: Are you in a position to give us any expectation with regard 
to the production of oil? . | 

Mr. Gorpon: No, I am afraid I cannot do that. I do not know. 

The CHAIRMAN: If there are no further questions on paragraph 27: 

Carried. | 


7 \ Da 


On paragraph 28—sale of land. 

Mr. MacDONNELL: I noticed the sale of land is credited to income Soennat 
It looks like capitalizing it. 

Mr. Gorpdon: I would like Mr. Cooper to speak to that. These are figures 
we have argued about many times ourselves. 
| Mr. Cooper: It would be a capital gain but the amount involved is quite 
small in relation to the size of our income account. 

Mr. MAcDONNELL: What do you mean by capital gain; profit? 

Mr. Cooper: Excess over the book price, yes. 

Mr. MAcCDONNELL: I was not just clear as to what it meant. 

The CHAIRMAN: The Income Tax Department, if it were a private company, 
would say it was a capital gain, a gain on capital account—any sale in excess 
of the depreciated value. 

Mr. MACDONNELL: I did not realize that.’ 

Mr. Cooper: The sale price, to the extent that it recovers the original cost, 
would be credited to our investment account; any excess over that is a capital — 
gain; but for our accounting purposes, we account for. it through the income 
account. 

. Mr. Gorpon: It is a matter on which a difference of opinion can exist. 
There is no doubt about that. 

Mr. MACDONNELL: I did not realize as I read this. It seemed at first blush 

to indicate that this is land which you sold to Abitibi. Would it be a land grant? 


~~ 
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_. Mr. Gorpon: Originally; I will give you the details. It was land that was 
originally obtained from the Grand Trunk Pacific Railway in 1909 and 1810 
as a subsidy for construction of the Lake Superior branch, between Fort William 
and Sioux Lookout. It covered 10 blocks of land between Fort William and 
Sioux Lookout; and it comprised altogether 635,039 acres, with mineral rights. 
But we sold the mineral rights in order to save taxes. We considered it very 
carefully, and that was a decision which we weighed for some time, whether 
or not we were to waive or to retain the mineral rights. But we came to the 
conclusion that the taxes which we would have to pay in order to retain them 
just did not seem to justify it. 

Mr. MACDONNELL: What taxes have you had to pay per year? 


Mr. Gorpon: I think I have that information here. The retaining of the 


mineral rights would involve the railway in an annual payment of approxi- 
mately $63,000. 


Mr. MACDONNELL: I suppose there has been some - geological -assistance 
sought with respect to this matter? 


Mr. GORDON: Yes. It has been explored. We have given permits to people 
for many years, and there have been prospectors in and out of that country, 
_ and it has been gone over very completely. We also had that in mind when we 
took our decision. 

Mr. MACDONNELL: In your investment account, how did you arrive at it? 


What was the amount of the investment? What price did you pay, and at what 
price did you sell? 

Mr. Gorpon: Did we mention a sum here? Let us say we had a considera- 
tion of $1,600,000. It was the difference between that and—oh, you had better 
not give that figure. But we got a price which was a good price, we thought; 
and I should say incidentally that that property had been leased to the Abitibi 
Power Company on a long standing lease, which gave them cutting rights on 
the property until 1970. Therefore the property was encumbered by that lease 
which had been given to the Abitibi people, and therefore the Abitibi people 
were the logical purchasers. If we had sold it to anybody else, it would have 
had to be sold subject to the provisions of the lease. 


Mr. MACDONNELL: Do you carry it in your investment account at the full 
investment, and so on? I mean, would the taxes go into it as well? 


Mr. GORDON: The taxes would be carried in our income account. 


Mr. MACDONNELL: So actually you are reckoning your profit, as you have 
said, at a cost of $1 an acre. 


Mr. Gracey: That was not the profit. You asked for the value. 


Mr. MACDONNELL: I was trying to figure out how you arrived at your 
profit. 


Mr. GorDON: -The profit should be put in inverted commas. What we are 
talking about is this: there is a difference between what we carry it for in 
our books, our book value, and the amount which we received. 


Mr. MACDONNELL: But how did you arrive at the amount which is shown 
in your property investment account? | 


Mr. GorDON: Originally? 
Mr. MACDONNELL: No. The amount which was set out when you sold it. 


Mr. Cooper: It was a figure which was arbitrarily set up for bookkeeping 
purposes. As a matter of fact, the land cost us nothing. 


Mr. MACDONNELL: Yes; but you had to pay the taxes from year to year. 


; 
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4 x Mr. CooPer: That was not part of the cost of the property to us. 
4 Mr. GORDON: We are getting income from the property in the form of a 
_ lease. We are taking income in there and we are charging against the property 
any expenses we have in the form of taxes or anything else for the upkeep of 
the property. 
The CHAIRMAN: Are there any ele questions on paragraph 28? 
Carried. 


Are there any questions on paragraph 30, ‘Hotel Operations’’? 


Mr. McLure: May we have the amount of the net operating gain for the 
Hotel Charlottetown? 


Mr. GORDON: Would you look at the results? 
Mr. McLure: And it also operates the Dalvay, a summer resort. 


The CHAIRMAN: I shall now call paragraphs 30, 31, and 32 so that you 
may have a full discussion on them. 

Mr. Gordon: The net operating income for all hotels is repos as being 
$588,000. You will refer to paragraph 30, on page 9 at the bottom; the Chateau 
Laurier showed a $388,000 profit. Did you want the other hotels? The Fort 
Garry, $60,000; the Macdonald Hotel shows a loss of $164,000 which is due in part 
to the fact that we are starting a write-off in connection with the extension we 
are building in the Macdonald Hotel. The rest of them is $85,000. These are 
profits, incidentally, $57,000 for the Nova Scotian; $13,000 for the Charlotte- 
town; $16,000 for the Prince Arthur; $20,000 for the Prince Edward; $106,000 
for the Jasper Park Lodge; and $13,000 for the Minaki Lodge; $3, 000 for the 
Pictou Lodge; and a shortage of $9,000 for the Newfoundland Hotel, 

Mr. MAcDONNELL: What do you charge that on? 


Mr. GorDOoN: That is simply operating results; it does not include any 
interest or depreciation. 


Mr. GEORGE: What do you mean by “shortage” for the Newfoundland 
Hotel? Is that a deficit? 


Mr. GorDoN: A deficit, yes; not a cash disappearance, no. 
Mr. MACDONNELL: Are these hotels an easy load to carry? 


Mr. Gorpon: The only effect of charging them with interest and deprecia- 
tion would be to show that they are operated at a substantial loss right through 
the picture. : 


Mr. MAcDONNELL: Yes, I appreciate that. 


Mr. GorpDon: It would not make any difference to the results of our 
over-all system. We take it in on one side and pay it out on the other. 


Mr. MACDONNELL: Well, I am very old fashioned to prefer showing the 
actual situation; and you must agree that is not the actual situation. It is not 
the kind of thing that anyone, except it be a government enterprise or system, 
would do. 


Mr. GORDON: We do it for our own information. The only difference. 
between the two methods is that in this system we just take in, the net results 
in our figures. 


Mr. MACDONNELL: But in respect to the railway as a whole you are showing 
us the full picture. So why do you feel it necessary with respect to these hotels 
to show us such a highly unreal picture? Is it for the sake of the morale of 
the employees, or what? 


Mr. GORDON: We have stated the net operating income. We have stated 
the truth. 
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Mr. MAcDONNELL: I: know; and I only ask you to tell us the reason. 


Mr. GorpDoNn: I cannot give you a reason at all except that it has always 
been done that way. Have you any reason for it, Mr. Cooper? 

Mr. MACDONNELL: We did not expect you to say that. 

Mr. Cooper: The same might be said with respect to all the services of 
the railway, such as the express and communications departments. If all the 
interdepartmental activities of the railway were apportioned between depart- 
ments, it would involve a very great deal of effort to arrive at the final result. 
If you want to know the results of any separate operation, we can give you 
the figure; but it is not usual in a system such as ours to have one department 
charge another with interest or depreciation. 

Mr. MACDONNELL: You Say it is not usual in a system such as yours to have 
one department charge another with interest or depreciation; but let us consider 
the railways in the United States. Do any of them run hotels? 

Mr. Cooper: I do not think so, unless, they have eee companies for 
that purpose. 

Mr. MacDONNELL: Would their express departments be treated in the same 
way, or would they have to carry the load of depreciation? 

Mr. Cooper: They do not have express departments such as we have. 


Mr. Gorpdon: This is a consolidated balance sheet; and when you have a 
company which is a consolidation of a lot of other companies, they usually 
wash out their interdepartmental entries as being meaningless. It is the net 
effect that gets into the balance sheet; and most accountants wash out their 
interdepartmental entries; and it is the totals which go into the consolidated 
balance sheet, which this is. It does not cover the Canadian National Railways. 
It covers the Canadian National System and it includes from 130 to 150 dif- 
ferent units of departments of companies and so forth and it washes out any 
interdepartmental entries. 

The CHAIRMAN: Would this answer your question? Mr. Cooper has said 
that he has the information available; and if he would give you the actual 
detailed information, let us say, with respect to the Chateau Laurier Hotel, 
would it answer your question, Mr. Macdonnell? 


Mr. MACDONNELL: I do not want to labour the point and faite up the time 
of the committee; but I would like to make this observation: first of all, this 
seems to me to be different from a good many other aspects of railway work 
because it seems to me it is not necessarily a railway activity; it is one which 
can be isolated. I do think—and I feel very confident about this—that in any 
private business they would want to have that before them constantly; they 
would want to have the exact results before them. I happen to live in a 
Canadian National Railways hotel and I do not want them to raise their rates; 
but it seems to me very desirable that the railway should not feel that it has 
an operating income of $588,000 when it probably has a deficit. That is all. 
I asked Mr. Gordon why it was done that way, and he said that it has always 
been done that way. I wonder if when Mr. Gordon comes here next year he 
would tell us if he has considered it on its merits and feels that it is either a 
good thing or a bad thing; in other words, not tell us Ss that it has always 
been done that way. 


Mr. Gorpon: I will justify it or I will tell you that I have changed it. 


Mr. FuLTon: What is the practice of the Canadian Pacific Railway with 
respect to their hotels? Is there any indication of their practice to be drawn 
from their annual report? 


Mr. Cooper: The Canadian Pacific would not charge their hotel department 
with interest on their investment in hotels. 
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aE Mr. FULTON: Would they charge depreciation against the revenue of the 
& hotel? ‘ 

Mr. CooPER: Yes, they would, because they do so with all fixed property, 
including their hotels and railways, but we do not. We do not set up deprecia- 
tion on fixed assets. 


Mr. Gordon: In view of the recent announcement by the government that 
_the Canadian National would be subject to income tax, we may be taking a 
new.look at our accounting methods. 


Hon. Mr. CHEvrier: If Mr. Gordon takes a look and is able to produce a 
document which shows a deficit on these hotels, the government might decide 
to close down some of them. It would not be so good. 


Mr. MACDONNELL: That would be the government’s responsibility; but your 
argument, Mr. Minister, or what you are really arguing is that we should not 
—you are implying that we do not want to look at the reality of the thing 
because it might be unpleasant. But I feel that in business it is very desirable 
not only to have the relevant background, but to have it before your eyes as 
much as possible. 


Hon. Mr. CHEVRIER: If we looked at the record, we would not build any 
branch lines. 


Mr. MACDONNELL: If we are going to build branch lines, we want to know 
what is being done. 


The CHAIRMAN: Paragraphs 30 to 40, property investment account. 


Mr. FULTON: You have not got anything there, Mr. Gordon, on the 
Sherridon line. Was that not started last year in time to be reflected in 
this property investment account? 


Mr. GorDON: There was a very small amount last year. It is mentioned 
further on in the report. . 


Hon. Mr. CHEvRIER: Yes, there is a rather good statement on it on page 17— 
under new branch lines. 


The CHAIRMAN: Shall we deal with it under new branch lines? 
Mr. FULTON: Yes. 

The CHAIRMAN: Shall sections 30 to 40 carry? 

Carried. | 


Mr. MacDoNNELL: Are you carrying 30 to 40 all at once? 
The CHAIRMAN: Well property investment account. 


Mr. MACDONNELL: I would like to hear something of the breakdown of 
that $85 million. 


Mr. Gorpon: If you will turn to page 32 you will see the breakdown of 
the whole thing. 


Mr. MAcDONNELL: There is a large figure for equipment. Perhaps when 
you come to the 1952 budget you will be able to give us the information? 


Mr. Gordon: Yes, it is detailed in the budget report. | 
The CHAIRMAN: Are there any further questions on paragraphs 30 to 40? 
Carried. 


Paragraph 41—financing. 
The CHAIRMAN: Paragraph 41? 
Carried. 


Mr. MACDONNELL: I would like to ask a question rising out of paragraph 41. 
I notice in your operating expenses you show a large figure for the depreciation 
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of equipment—page 28. Would Mr. Gordon say something about that kind of 
depreciation of equipment and in general with regard to the rest of the operation 
too? I notice that in your U-S. lines you have certain references to deprecia- 
tion. Does that mean there is a difference with respect to the accounting on 
U.S. lines, and would you say something about it? . 


Mr. Gordon: We have a different system on the U.S. lines and on the 


_ Canadian lines. Again I will have the accountant speak specifically because 


depreciation accounting on the railroad is a very complex subject. Mr. Cooper 
could,make it much clearer than I. 


Mr. MAcDONNELL: I do not want to take up the time of the committee but 
I want to understand in a general way what is done with respect to depreciation 
accounting. 


Mr. Cooper: In so far as rolling stock equipment is concerned our practice 
in Canada is identical with the practice in the United States— 

Mr. MACDONNELL: Which is what? Would you just describe it? I notice 
you have a figure of $21 million for depreciation equipment, is that right? 

- Mr. Cooper: In our expenses? 

Mr. MACDONNELL: Yes? How is that arrived at? 

Mr. Cooper: It is based on the original cost, with an allowance for salvage, 
and the difference is ammortized over the expected life of the equipment. 

Mr. MACDONNELL: What does “equipment” include? | 

Mr. Cooper: Engines, passenger cars, freight cars, and steamships. 

Mr. MAcDONNELL: In other words, rolling stock or the equivalent? 

Mr. GEORGE: We cannot hear a thing down here; they are carrying on a 
private conversation. 


Mr. Cooper: In brief I may say that we charge expenses with 34 per cent 
per annum on the ledger value of our equipment. Does that dispose of 
equipment? . 

Mr. MACDONNELL: Yes, I think it does. 

Mr. COOPER: We have a difference in practice between Canada and the 
United States with respect to fixed property—meaning stations, shops, bridges, 
and things of that nature. I wish to exclude what is called track structure, 
meaning rails, ties, fastenings, ballast— 

Mr. Fuuton: Infrastructure? 

Mr. Cooper: I beg your pardon? 

Mr. FULTON: Just a passing reference. 


Mr. Cooper: What I am speaking about is not track structure, it is fixed 
property other than track structure. In Canada the Canadian National Railway 
does not accrue depreciation on fixed property, but in the United States we do. 
Under the accounting rules of the Interstate Commerce Commission we are 
required to accrue depreciation on roadway property, so there is a difference 
between our Canadian and United States lines in that respect. 


Mr. PouLiot: By “track structure” do you mean the right of way? 
Mr. Cooper: Not the right of way itself. I mean the rails, ties, fastenings 


and ballast. 


Mr. MACDONNELL: Getting away from the words in technical terms, do you 
in fact charge yourself in respect of your trackage on the whole railway line 
with enough year by year to provide not only for repairs but renewals? 


Mr. Cooper: Yes, provided you are speaking of renewals at original cost. 
We do not provide through operating expenses for the difference between 
original cost and the cost to replace a unit of property. If, for example, a 
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. water tank had been constructed twenty years ago at a cost of $10, 000, and 
if it were renewed today at a cost of $15,000, the full cost of the renewal 
is not charged to operating expenses. He 


f _ Mr. Macponne..: Is that usual railway practice on this continent? 
: Mr. Cooper: It is standard railway practice, yes. 


Mr. MACDONNELL: When you have a different figure for the United States 

it does not indicate they are there in effect providing for it. As I understand 

it you actually provide depreciation although you do not use the word. You 

_ provide it providing the costs have not risen—although there is not enough 

to take care of ghee aeyy which is in excess of the original cost in the 
ordinary case? 


Mr. Cooper: That is so, ait that is the practice in the United Sfatee and 
American railroads would not be permitted to do otherwise. 


Mr. JAMES: It would be practically the same in any industry? 


Mr. Cooper: Yes. Depreciation is based on original cost and not on the 
cost of replacement. 


Some Hon. MEMBERS: Carried. 


Mr. PoutiotT: Before it is carried is it possible to know the standard weight 
of rail on the railroad? 


Mr. Gorpdon: That varies goes on whether it is a main track, a branch 
line, a spur line, and so forth. 


Mr. PouLioT: What is the average? 


Mr. GorpDON: We range from the lowest class of 56 nounds to 132 pounds. 
The 132 pound rail is what goes on the main lines—that is our super railway. 


Mr. POULIOoT: Yes, with steel plates under the rails? 
Mr. Gorpon: In some cases, yes. 

r Mr. Poutiot: For the fast trains? 
Mr. GORDON: Yes. 


Mr. PouLioT: But that is not.an answer to my question. I would like to 
‘know the average weight of rail? | 


Mr. Gorpon: I do not know if I can give you an average weight. In main 
line structure—what would you call a main line? 


Mr..Pouuiot: Montreal to Toronto? 


Mr. DINGLE: Well, in the case of Montreal to Toronto we ‘range there from 
‘roughly 115 pounds to 132 pounds. 


Mr. Poutiot: I know down home that it is 120. 

Mr. DincLE: It would be in that range, or a little lighter. 

Mr. PouLioT: On the Montreal to Toronto line it is 130? 

Mr. DINGLE: The heaviest rail we have on the Atlantic region is 100 pounds. 
Mr. Pouttor: 100 pounds? ~ 

Mr. DINGLE: Yes, sir. 

Mr. Poutiot: Trains go at terrific speed? 

Mr. DINGLE: Yes, sir. 


Mr. Pouutot: Is it the intention of management to improve the rail 
conditions? 


Mr. DINGLE: The rail weight depends on the density of the traffic. On 
a heavy traffic line we will install heavier rail than on a light one. : 


Mr. PouLiot: But it is a vicious circle. If you do not put heavy enough 
rail on some types of railways you cannot expect much traffic? 
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Mr. Gorpon: We have to cut our coat according to the cloth. Every year . 
we come to this committee with a very substantial budget for relaying rail 
and ballast and so forth, and we proceed as quickly as we can with the labour 
‘and supplies at our command. The railway is never built; it is always being 
built. We are building it every day. . 

In our main lines we are trying, as quickly as we can, to > bring them up 
to a standard which will be common. 


Mr. Pountiot: But you will probably agree, ‘Mr. “Ganion that fhe first 
thing for railway safety is a good track structure? . 


Mr. GORDON: Quite so. : 
Mr. Pouuiot: It is the basis of the transportation? 


Mr. Gorpon: It is one of the safety factors. Of course we have that in 
mind in connection with the speed and the loads on trains. We have rail in 
mind when we marshal the trains; when we run trains through a given weight 
of rail the operating instructions face cognizance of the fact that certain speeds 
have to be maintained or kept in hand. 

Mr. PouurioT: What railway and branch railway lines have only 56- pound 
rail? 

Mr. Gorpon: The 56-pound rail would only be on sidings or spur lines 
where it is not a safety factor at all. There is practically no—or I do not, know 
of any important main line which would have 56-pound rail left on it. Would 
that be right, Mr. Dingle? 


Mr. DINGLE: We have 277-69 miles of 56-pound rail on the Atlantic region; 
192-04 56-pound rail on the central region and in the west we have 552-44 miles; 
and on the Grand Trunk Western we have 10-80 miles. 


Mr. Gorpon: If you consider that in terms of the figure of 24, 273 miles of 
main line track, as I say, it is not a factor of importance. 


Mr. Pou.tiot: I am not so sure of that. What is the average life of rail? 
Mr. DINGLE: That depends. 
Mr. Pountiot: The lifetime. 


Mr. DINcLE: It is hard to say what the lifetime is. Where the traffic is 
heavy it is less than on the lighter traffic lines. 


Mr. Poutiot: Yes, but the average lifetime of rail is what? 


Mr. DInNcLE: Some rail has been in service thirty or forty or close to fifty 
years on some of the lighter lines. 


Mr. Pou.ttiot: Even more than that? 

Mr. DINGLE: I would imagine so, in some places. 

Mr. PouLiot: Would you please tell me lines in the Atlantic Teen where 
the rail is only 56 pounds? 

Mr. DincLEe: Well, the Temiscouata is one. 

Mr. FuLTON: Were you not practically forced into buying that? 

Mr. Dtncue: I do not have a breakdown of the whole mileage. 


Mr. Pouuiot: But on what other lines in the Atlantic region have you 
that rail? If you prepare a memorandum I will be satisfied. 


The CHAIRMAN: Mr. Pouliot, would it be satisfactory if Mr. Dingle gave 
you a typewritten answer to that question? 


Mr. PoutiotT: Yes, Mr. Chairman. 


Mr. Giuuis: But I would like to see it in the record. I would like to find 
out where the rail is that has been down for fifty years. | 


The CHAIRMAN: Oh, it will go into the record. 
Mr. Poutiot: We will take it up again after we study it. 


Men enn RARE Wn vs AND SHIPPING <./-” 65 


’ The CHAIRMAN: When you get the answer, if you wish to ask any supple- 
mentary questions you may. 
oo. Mr. Poutiot: Thank you, it was just an interlude. 


_. Mr. James: I have a question in connection with the Port Hope to Millbrook 
line which was listed. I wonder if you are keeping good track of that. We 
hope to be one of two places mentioned in the recent announcement regarding © 
the iron ore in Durham and Northumberland and for that reason I hope you 
are keeping pretty good track of that line. When the time comes possibly you 
will have a right of way and be able to put the rails back in if it becomes 
necessary. I do not know whether you have any information on that? 

Mr. Gorpon: Are you referring particularly to the line to Millbrook? 

Mr. JAMES: That is the one. ; 

Mr. Gorpon: I have no information before me particularly. Your question 
is whether we are keeping the right of way in such shape that if we discover 
later that new business is offered we will be able to carry on? 

Mr. JAMES: Yes. 


Mr. Gorpon: I will take a note of. that but I cannot tell you. Do you 
remember if we decided to pull the rails up there, Mr. Dingle? 


The CHAIRMAN: Perhaps .you would be content to an answer to that later? 
Mr. JAMES: Yes, that is fine; there is no hurry. 
The CHAIRMAN: Paragraph 42. 


Mr. MACDONNELL: Well, I am very conscious of the fact that I am taking 
more time than some people and that is not because I want to do it but either 
we are here to discover some of the important things or we are not. 


Bhs The CHAIRMAN: Any questions you want to ask please ask? 


| Mr. MACDONNELL: Quite frankly I find it quite tiresome, when I am trying 
- to find information to have someone else say carried. I am quite willing to 
stand aside in favour of others, but I don’t think we have explored this question 
of depreciation sufficiently yet. It has been said, and with truth, that in an 
ordinary company when depreciation is set up it is set up in respect of the 
original cost, but that is not the final answer as far as the railway is concerned. 
The ordinary company has found that replacement costs two or three times as 
much. I understand the Trans-Canada Air Lines in their accounts is giving 
effect to that. I was told the other day they were setting aside a special | 
amount because of the increased cost of things. What I want to get at is this: 
with costs going up two and three times, as they have been doing in certain 
cases, are we running into a tremendous cost which is pyramiding against us 
in respect of replacement I think we should know it now, if that is so. On the 
other hand, if the account is taking care of itself gradually there is nothing much 
to say, and if Mr. Gordon assures us to that effect, I think I am content, but I 
think we should be clear that we are not gradually getting into a situation where 
_ the capital grants we are going to have to make to replace, say, for steel rails 
and all kinds of other things will cost a greatly increased amount, and that we 
are not going to be faced next year with extra tens of millions. Perhaps Mr. 
Gordon will speak to that later. I think this is a very important matter. 


Z Mr. Gorpon: I would like to say this, that each year this committee has 
reported our capital budget and each year you will see there what it is we are 

asking in the form of new equipment or capital expenditures for additions and 
- betterments, and each year you will see the amount we set up out of deprecia- 
tion, and from those figures you can form a judgment as to what has happened 
to our capital account. I do not know how it is possible to suggest a method of 
- depreciation which will provide for inflation. I do not know how you could 
measure the degree of inflation to take plaee over the next ten, twenty or thirty 
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years on a given piece of property. I do not know how to do it and I do not 
think any accountant has found out, either. It is one of those accounting discus- 
sions that we can have different views on all the time. The standard practice 
has been, and confirmed in the United States railways, that we depreciate on 
the original cost, and then the inflation that takes place in regard to cost of the 
replacement is provided for when the new article is bought with a capital 
requirement. Now, the same thing is true in reverse. Suppose we may get a 
situation where the replacement cost will be less than the original cost. | 
Mr. MacpoNNELL: This leads me to an item of $9 million here. 

Mr. GorpoN: What happened there is that through the war $35 pillows was 
set aside to take care of what is called deferred maintenance. In other words, 
it was recognized that during the war it was impossible to get either labour or 
material to maintain the railway currently to the extent which it should have 
been maintained and there were very heavy arrears of maintenance that 
accumulated through the war, so $35 million was set up and each year we take 
the amount set over five years. That is, we took $9 million as the last portion 
of that $35 million. 

Mr. MAcDONNELL: And the reason for the credit is that that was all a special 
fund that was brought in? 

Mr. Gorpon: That is right. It was brought in again. 

The CHAIRMAN: Any further questions on depreciation? 


Carried. 


Mr. Poutiot: One question, Mr. Gordon. You probably are aware of the 
fact that the railway bought two new steel bridges a year ago for the Temiscouata 
Railway. One is at Edmundston and the other is at Riviere du Loup. These are 
steel bridges and they have been lying rusting in the field instead of being put 
into place. Why is that? 

Mr. DINGLE: That was simply, Mr. Pouliot, because of the fact that our 
bridge gangs were completely tied up on the Atlantic Region last year on account 
of heavy floods on the Gaspé line. It is the intention to install these bridges this 
year. \ 
| Mr. GORDON: Incidentally, your reference to the bridges rusting and so 
forth—I might say that that will not do them any damage. The bridges are 
not being damaged at all by the way they are stored. 

Mr. PouLiotT: Well, the railway is not so good without the fridees. 

Mr. Gorpon: I will agree a railway line without bridges is something to be 
deplored. 

The CHAIRMAN: Shall item 42 carry? 


Carried. 


Shall item 43 carry? 

Mr. FuLTon: Could you give us a recapitulation of the purposes of the 
borrowed capital, $73 million”? 

Mr. GORDON: On page 36. 

Mr. Futton: Yes. What I mean is, I do not recall—and I have not been 
able in the time at my disposal to look at the debates and see—what actually 
you wanted that capital for that you got last year. What are the major items or 
classifications on which you. use that capital? 

Mr. Gorpon: Are you referring to the figure in paragraph 43? 

Mr. FULTON: Yes. 

The CHAIRMAN: The net increase in borrowed capital is $73 million. That 
shows on page 36. 


\ 
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Mr. Gorpon: Your nee here is complicated by the fact we are talking 


about a net figure there, but if you will look at page 36 you will find that we 
_ borrowed from the government during the year a total of $121 million, and out 
_ of that $121 million, $63,400,000 was used to pay off a maturing obligation in the 


hands of the public, and we paid off the public and borrowed the money from 
the government. $57 million would represent general expenditures on capital 
during the year in the form of the budget that we put before the committee last 


_ year. It would cover the financing for the improvements to property during the 


year. It would cover such things as rolling stock, building track, building 


stations, in fact, anything at all affecting the railway generally. 


Mr. MACDONNELL: Would that represent everything that the pis fine 


- received during the year outside of its own earnings? 


Mr. GORDON: You see, first of all we spent our earnings and this represents 


- the additional amount of capital, at least the capital we spent. 


Mr. MACDONNELL: Yes, I understand that, but is this all? 


Mr. GORDON: That would be the whole thing, yes. I am sorry; perhaps I 
should have said that in addition to that, of course, we have our depreciation 
reserves. We spent those, too. 


-Mr. Fuutton: As I see it from the table on page 36, the net borrowed capital 


_ which you used for capital acquisitions, if I am using the right words there, would. 


be a total of $13,500,000, plus the balance of $57,568,000 remaining from what 


j you borrowed from the government. Would that be correct, a total of $71 


million? 


Mr. Gorpon: The i increase is $73,893,000, you will see the figure at the bottom 
of the table there; it comes out to the net figure. While our loan from the govern- 


ment increased $117 million, the increase in our capital debt is only $73,800,000, 


because we used the balance to pay off maturing debt. 
Mr. FuLToN: Does that $73 million represent also the amount of new capital 


_ assets that you acquired during the year? 


Mr. GorRDON: Yes, it would. 
Mr. FuLTON: Are you able, then, coming back to my first question, to give 


_ us—you see, what I find is that it does not correspond. 


Mr. Gorpon: I see your difficulty, Mr. Fulton. That expenditure covers 


4 the fact, for instance, that we got 5,000 box cars—taking that as an example. It 


covers our equipment purchases and it also covers the expenditures for the 
maintenance of the railway, at least, that portion of maintenance which we 


_ regard as new capital. When we do a job on the railway our practice is to 
- consider part of it capital and another part general maintenance. If it is main- 


tenance, we charge it to operating and if we regard a portion of it as new 


: capital, then we charge our capital account. 


a ie 


Mr. FULTON: Could you indicate to me if there is any place in the report. 
where we can get any summary of capital additions and betterments? 


Mr. Gorpon: If you will look at page 42 you will see an inventory of rail- 


_ way equipment there and you will notice that we start with what was on hand 


January 1, 1951, and then we show details of what we added during the year 


and what we retired, that is, wrote off our account during the year, and also 


what we did in our own shops in the matter of conversion of equipment and 


a ee 


so forth, and that brings it to what we had on hand as at December 31, 1951. 


Mr. FULTON: So those figures would mean that that $73 million represents 
the capital portion of maintenance charges, is that correct? 


Mr. Gordon: Yes, I can give you that. We will take the equipment figure, 


‘ if we take the ledger value of our equipment as at December 31, 1950, the 
_ ledger value increased by $57,183,000. 
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"Mr. Futton: I am sorry, I did not get that. 


Mr. Gorpon: If you will look at our property investment account on page. 
32, you will find a figure which comes out for our equipment, $57,183,000. Now, 
that is part of the $73 million. You are referring to the rest of it and that would 
be what I describe as being other capital projects. This is the rolling stock 
portion, in other words, of the capital plant. 

Mr. FuLtTon: I do not want to pursue it to too fine a point, but I had in 
mind if we could get at what the railway acquired for this $73 million, and I 
take it, then, that you can take $57,183,000 and say that is the balance, the 
difference, between that and the $73 million figure you read, the last item you 
mention. 

Mr. GorpDon: That is right. Put it this way: property investment other 
than rolling stock would be as good a description as any. 


Mr. Futon: That would include the hotels? 
Mr. GORDON: Yes. 
Mr. FuLTON: The Edmonton hotel? 
Mr. GORDON: Yes. 7 
- The CHAIRMAN: Any further questions on paragraph 43? 


Mr. MACDONNELL: Just one question on that figure on page 32. You refer 
to two kinds of indebtedness there. The first you call, you speak of increase in 
loans from the government of Canada, $117 million, which I understand is a 
difference between the $43 million and the $117 million. Now, you say, increase 
in loans from government of Canada, $117 million, increase in capital debt, 
$73 million. You make a distinction there. The capital debt is something that 
is funded and permanent, and this other figure you speak about just as a loan 
from the government. 


Mr. GORDON: Yes, this is the same thing as the funded debt, because the 
last paragraph is the loan that carries interest, pays interest to the government 
just as if it were any other loan. It is a temporary loan. It is-intended— 
perhaps I am speaking too fast here—but the intention is in due course we will 
float a public bond to repay the government for this advance. 

Mr. PicArD: Unless you get relief from the government and you are not 
forced to pay it. 

Mr. Gorpon: That is something I could not comment on. We owe the 
government money as a railway and we intend to pay it back. There is no 
question mark against the validity of that loan any more than on any of our 
debt that we owe to the public. 

Mr. Picarp: Any more than on your funded debt as a whole. 

Mr. Gorpon: No, we regard this as being in the same category. 

Mr. FuLToN: Would we not be.justified in assuming this, that you regard 
loans made in recent years for capital acquisition in a different light from the 
things you had in mind in your submission in respect to reduction of your 
capital debt? As I understood it, what you had in mind there was old obliga- 
tions which you took over and which, speaking generally and perhaps candidly, 
you would not have, say, any chance of repaying. Surely, you regard these 
in a different category from those? 


Mr. Gorpon: That is the basis of the submission we made for recapitaliza- 
tion. That debt charge is much too high against the property; and what form 
of relief we get for that will be for the government to determine. 

The CHAIRMAN: Is it not true that the difference between the increase 
in loans from the government, $117 million, and in the increase in capital debt 
of $73 million is the net amount by which you have reduced existing aioe 
by retiring existing securities? 


; 
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Mr. GorpDon: The net amount by which we have increased our liabilities 


{ in other words. 


ao 
y 


a 


The CHAIRMAN: Well, an increase of $73 million— 
Mr. Gorpvon: That is right. 


The CHAIRMAN: All right, but the increase in your loans from the govern- 
ment of Canada is $117 million? 


Mr. GORDON: Yes. 


The CHAIRMAN: And the net difference between those two amounts is the 
amount by which you have retired existing debt, securities? 4 


Mr. Gorpdon: That is right, the extent to which we have paid off public 
advances. | 


The CHAIRMAN: Certainly. 
Mr. FULTON: That is, in other words, $43 million. 
‘Mr. MACDONNELL: Yes, $43 million. 
Mr. GORDON: Yes. 
Mr. FuLtTon: Where does that $43 million come from? 
Mr. Gordon: That was borrowed from the public. 
The CHairMAN: All right, it was borrowed from the public— 
Mr. Gorpon: And paid back at maturity. 
- Mr. FuLToN: Paid for by the road? 
Mr. GorDON: By borrowing from the government. 


The CHAIRMAN: So it is an exchange of a government loan for a 4:5 per 
cent liability owing to the public. 


Mr. GorDoN: I would not want to have the impression get abroad that we 
regard a debt to the public in any different category, as any different form of 
liability. We owe that money and intend to pay it. 


The CHAIRMAN: Yes. 
Mr. GORDON: How we pay it is another matter. 
The CHAIRMAN: Right. I just wanted to take the occasion here to establish 


the difference between the increase in loans from the government and the 


amount which you show as an increase in your capitalization. 

Mr. Gorpdon: What. we could have done just as easily when that loan 
matured was to go to the government for an increase in the public issue but 
we chose not to do that. The government and ourselves in discussion chose, 
for reasons of the effect on the market and otherwise—we decided that w 
would borrow from the government at the present stage. . 


The CHAIRMAN: Now, we come to operating performance. Would you care 
to make a brief statement of the broad reasons why you have been able so 
materially to increase the efficiency of your operation? 

Mr. Gordon: Well, I think in large measure it is due to better mechanical 
operation, better tools, better machines, technological improvements and so on 
which have gone into the railway, and we are reaping the advantage of them 


» now. 


The CHAIRMAN: It appears to me to be a marvellous performance. 


Mr. GORDON: I put in this paragraph particularly to highlight the fact that 
it is not true to say that the railways have not kept up with the times, so to speak. 
A lot of people are inclined to think that the railways are old fashioned and 
do not keep up with modern developments. This demonstrates clearly, I think, 


; that over the years the operating efficiency of the Canadian National Railways 


has improved very materially by reason of taking advantage of these techno- 
logical improvements. . 
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The CHAIRMAN: Are there any further questions on “Operating Per- 
formance’”’? 7 C7 | 

Mr. MacDONNELL: Are you going to say anything about the suggestion of 
using lighter cars? 


Mr. GORDON: We have in our research laboratories a number of interesting 
experiments under way, to see if we can reduce the weight of our cars. We 
have five aluminum hopper cars to test in actual service. We are not yet 
ready to say whether or not they will stand up under the beating which they 
get in handling heavy freight; but they are definitely being run in actual 
service and we shall learn from the tests, perhaps, about different kinds of 
construction, perhaps with aluminum. It may be that aluminum cannot be 
used just the same as steel; there may be different stresses and strains. I 
merely used aluminum as being one way of defining it. It may be that we 
can use a lighter metal. Aluminum is not the only one. We have progressive 
tests going on, and we are trying to see if we can get anywhere with a com- 
bined wood and steel construction, and with things of that kind, such as 
laminated materials of wood and so forth. : 


The CHAIRMAN: Have you any tests going on with respect to roller 
bearings? 

Mr. GorDOoN: We have road tests on roller bearings of all types going on 
all the time. 

The CHAIRMAN: For use in freight cars? 

Mr. DINGLE: And on passenger cars. 

The CHAIRMAN: Shall “Operating Performance” carry? 

Carried. 


Mr. McLure: Mr. Chairman, under the heading of “Operating Performance 
_ and Technological Improvements” I would like to ask Mr. Gordon if he would 
make a brief statement with regard to the experiments with diesel electric 
locomotives as they are operated today in Prince Edward Island; and does he 
find them cheaper to operate? 


Mr. Gorpon: Mr. Dingle will be able to give you a more detailed answer 
than I can; but let me say that we have been quite satisfied with our experi- 
ment in Prince Edward Island. Our savings and economy in operation has 
worked out to pretty near what we estimated when we put in dieselization. 
Mr. Dingle will continue the answer from an operating point of view. 


Mr. DINGLE: We show an operating economy in diesel versus steam of 
$291,600 in Prince Edward Island, over a period of 12 months. In other words, 
the per cent of diesel to steam cost is 72:8 per cent, and we have a return on 
our investment there of 16-3 per cent. 


Mr. McLure: And you would say that the shipping public are quite satis- 
fied with it, are they not? 
Mr. DINGLE: Yes. 


Mr. McLure: I was under the impression that when diesel engines were 
put into operation in Prince Edward Island that no railway man would lose 
his position; that is, it would not cut down labour and would not throw a 
certain number out of employment. Well, I believe on the other hand they 
will. Several men have been thrown out of employment and have not been 
able to secure the same employment they had previous to the introduction of 
the diesel engines? 


Mr. Gorpon: That raises a general question in respect of the whole dieseli- 
zation program. I think that I may as well deal with it now. 


The CHAIRMAN: Yes, surely. 
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. Mr. Gorpon: I have stated in my report quite definitely, and I would like 
to quote: | 

This program will involve large capital expenditures, and can only 
be justified by the substantial economies made possible not only in train 
operations but also through the re-arrangement of servicing and repair 
facilities. 


; Now, I think it is well to keep in mind that the day of the steam loco- 
_ motive is over. There are no new steam locomotives being built on this 
_ continent and they have not been built for some years. We will never buy 
a steam locomotive again because we cannot buy them. The question of 
dieselization is merely a matter of time—just a matter of how long we can 
carry on—how long we can carry on with the existing equipment. It is 
uneconomical to build into a steam locomotive more mileage than you intend 
_ to run out of it. So the only way, and what we have been trying to do, is 
gear the program for dieselization to make it fit in with the studied abandon- 
ment of the steam locomotive. Obviously that means a change in our activities 
respecting shops and respecting labour. 

Our policy is to do it in as considered and orderly way as we can. What 
we have done is to set up training schools well in advance of the time we are 
going to need the schools training and every man who wants to will have an 
_ opportunity of equipping himself so as to get a job in the electrical work and 
so on that will be increased under dieselization. Certainly there will be some 
_ disruption or there will be some change, 

As I have said before we cannot come before this committee and ask for 
very large expenditure of funds necessitated by this program unless we feel 
it to be economically justified. 

As I say, it does mean some disruption but we are making a very great 
effort to do everything possible to retrain railway staff and to move men to 
places where they can be used—the older men particularly, who have been 
brought up with the steam locomotive. We will try to keep them on with the 
decline of the steam locomotive as long as we possibly can. I do not want to 
say anything that would lead anyone to believe that the program I have out- 
lined does not mean change and does not mean some distress. 


; Mr. McLure: Well, I want to find this out. It is not any longer an 
experiment. You have found it 100 per cent satisfactory? 


Mr. Gorpon: Absolutely. I can tell you this. I sat down last year, and 
as one of the first things I did when I came to my present position, I sent for 
our Officials to find out what program we had in regard to dieselization. 
Frankly, we did not have a very carefully mapped program. We put special 
officers to work and they have been working over a year. It is a very big 
operation requiring considerable planning. We have established pretty general- 
ly on our through freights that we can afford to pay the capital necessary—- 
the large amount of capital necessary in the through freight runs. By the 
economies achieved we will pay off that capital expenditure in a period of ten 
years. 

Now, that is pretty good. It is pretty good, but remember in doing that 
that the use of diesel locomotives means that diesel repairs are only a fraction 
of steam repairs. That is one of the large economies one gets from dieseliza- 
tion. Your repair bill is cut way down. You get your biggest saving in the 
use of diesels in the fact that you get the maximum utilization of the loco- 
motive. You can keep it busy. You can run a diesel almost steadily whereas 
a steam locomotive, like a human being, has to go into the roundhouse and get 

a little rest, and get pepped up again before it can go on with its work. 


The CHAIRMAN: When Mr. McLure is through, Mr. George has the floor. 
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Mr. Greorce: I would like to ask Mr. Gordon if the number of personnel 
employed presently in Moncton shops is going to be decreased—and it could 
very well be from what he has just said. 


Mr. Gorpon: I do not like to make forecasts because I think it is unfair to 
cause unnecessary worry. 


Mr. GEORGE: May I add the rest of my question? If that statement of mine is 
found correct, could the railway give consideration to building some of their 
own rolling stock in this shop rather than giving it to outside firms? 


Mr. GorRDON: We have given considerable thought to the question of 
whether or not it would be wise for us to build our own equipment, and we 
came to the conclusion—our answer is no. I am giving that as a general state- 
ment, but the reason for it was that we did not feel we could get the economies 
to make it worth our while to make large capital expenditures which would be 
a duplication of existing facilities in this country, and, therefore, uneconomic 
from the standpoint of the country. 


Mr. GEORGE: But you are still not necessarily saying the number of men 
that will be affected? 


Mr. GorpDon: I am not saying how the number of men will be affected 
because we have just started on this program on a long range basis. The 
program I mentioned is a five-year program and we have here a five-year 
objective and we hope to realize our objective year by year.. That will cause 
adjustments in various years and various working classes, but I am not prepared 
to say the degree of the impact of it. 


Mr. GILLIS: I would just like to say this, that technological advances inevit- 
ably will displace men. It is designed for that purpose. At the meeting of 
this committee last year—and Mr. Gordon will remember—I was not so much 
concerned with the displacement of manpower, because that will come anyway, 
but I was concerned about the effect that the dieselization of everything east 
of Montreal was going to have on another industry basic to the maritime prov- 
inces. At that time Mr. Gordon stated—and his statement today is completely 
in reverse to what it was at that time—he assured me at that time that the 
program of dieselization had to do with the west mostly and no program was 
in for dieselization east of Montreal, but since that date it seems there has been 
a lot of dieselization going on in that end of the line, particularly in freight. 
Am I to understand that the program of the Canadian National Railways, as set 
out by yourself today, is to replace all steam locomotives east of Montreal? 


Mr. Gorpon: I say that force of circumstances are bound to bring that 
about because there are no more steam locomotives being built. It is a question 
of time. It may be 20 years or 25 years before we have completely dieselized; 
but I say that inevitably there will be no steam locomotives as time goes on. 


Mr. Giuuis: Then the projected objective of the C.N.R. is to become diesel- 
ized wherever they can— 


The CHAIRMAN: No, no. 
Mr. Gorpon: No, no; I have never said that. 


The CHAIRMAN: It was the eventual result forced by events, as I under- 
stood the answer. 


Mr. GorDon: In other words, we have an inventory of steam locomotives. 
And now, this is a matter which has been before the executive many times as to 
how long can we keep our present equipment going by repairs and replace- 
ments—I refer to these same locomotives—how long? I can’t give you that pre- 
cisely, I say that it is a matter of judgment that will have to be taken from 
one year to another, and there will be portions of Canada where it is more eco- 
nomical to dieselize now than later. I must say that you are mistaken about what 


s 


: 
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I said last year. What I said—at least as I remember it—we were talking about 
the use of oil, and I said that our conversion to oil was largely in western 
Canada. That is what I said. . 

Mr. GILLIs: There was something about the program east of Montreal for | 
dieselization at that time. 

Mr. Gorpon: Oh, I do not think I said that because, Mr. Gillis, at that very 
time diesels were running in the maritime region, and any such statement at 
that time by me would have been denied by the facts. 

Mr. GILLIS: As I recall what you said was that there may have been one 


or two there as experiments. That is exactly what you said. 


Mr. Gorpon: I would like to check the record on that later, and if I find 


- that is what I said I would like to withdraw it, I did not mean that. 


Mr. GILLIS: What I am getting at is this: the coal industry is the basis of 
Nova Scotia’s economy and it is going to be affected—anyway I would judge that 
it is going to be affected—by the loss of the C.N. market for coal, it is going to 
be quite a handicap for us; and I believe that there is a definite program 


that the C.N. is going out of the coal business at that end of the line. That being 


so, then I believe the people of Nova Scotia, particularly the coal mine operators 
in the district, and the industries, should have some definite time-table so 
they may be able to regulate their business as to the time they may expect to 
lose that. C.N. market.- I would be pleased if Mr. Gordon could just give us 
some indication along the line of a time-table as to when they expect-the large 
coal market that we now have with the Canadian National Railway to be cut off. 


Mr. GorpDon: I do not foresee it as being a sudden loss. It will bea gradual 


decline as our steam locomotives wear out. I can give you a somewhat informal 


guess, but that is about as far as we can get. 
Mr. GILLIs: I would like to ask you a question. Of course, I do not believe 


_ that you will be able to use diesels east of Truro, down that road. 


The CHAIRMAN: I notice a number of members looking at the clock and 
I would appreciate it if the committee would bear with us so that we might 
finish this item we are on now so that we might start tomorrow morning with 
item 14, signalling and track equipment. If the committee are willing I would 
very much like to finish with the item now before us. 


Mr. GILLIS: I am willing to drop it right here. There may be some other 


| item on which I can bring it up again. 


Mr. GorDoN: I can give you just a guess, if you will take it as a guess— 
you understand that it is nothing more than that? 
Mr. GILLIs: No. 


Mr. Gorpon: If you are willing to take it as a guess; in our studies in our 
five year program we estimate in the carrying out of our program that there 


will be a reduction in the steam coal used by the C.N.R., that the reduction 


in the maritime provinces will be, roughly, about 280,000 tons annually. 
Mr. GILLIS: Annually? 
Mr. GorDon: Yes; that is starting from 1951 as a base. 
The CHAIRMAN: Mr. Fulton. | 


Mr. FuLTON: The question I wanted to ask is: Based on what you have 
said and from what I read in the report which is now before us, as to the large 


initial expenditure, is the initial cost for these locomotives very much greater 


than that of a steam locomotive? 
Mr. GorpDon: Yes, I could give you some figures on that. 


Mr. FuLton: Would you just give me one for comparison—perhaps you 
could table that and so not hold up proceedings. 
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Mr. Gorpon: Well, roughly speaking—I haven’t got the relative cost of 
steam—again, much depends on the types of locomotives we are discussing; 
but a passenger locomotive cost us about $170,000 each the last time we 
bought them. I do not know how far back that is, it is some years. To take 
a rough comparison, these steam locomotives might have cost us around 
$150,000, and the probable cost would be $220,000 to $250,000 for diesels. 

Mr. FULTON: You mentioned a five year utilization program. Do you feel 
that you are in a position to give us any Mensene of that program so that we 
can check progress from time to time? 


Mr. Gorpon: Yes; I think I could make a note to mention it in the annual 
report each year. 


Mr. FULTON: Are you in a position now to outline it, without disclosing 
some information which you would rather not divulge? 


Mr. Gorpon: If I should start talking about the number of units con- 
templated in a particular year, that would put ideas into the heads of manu- 
facturers and so on, and they would be down on me like a ton of bricks to get 
me to buy more or less, as the case may be. But the program we have in mind 
over a five year period would be, providing we carry it out, as follows: there 
are four different sections; on the through freight sections we estimate we 
could use about 350 diesels in our through freight service and thereby get the 
kind of economy I mentioned; we think we could write that off over a ten 
year period. 

In our switchers, on the same basis of the five years, we think we could 
put in another 128 eee and still get economies. There is an interesting point 
with respect to switchers. Where we plan to put in diesel switchers is on a 
24 or a 16 hour assignment; that is, when we get to places where we have only 
8 hour assignments, we think they are not at all as economical as steam. 
Therefore we will use steam. And as for our way-freight program, it is still 
under study. That is about the size of it. 


‘Mr. FULTON: I take it that it is the through freight system at the moment 
which is the basis of your five year program? 


Mr. GorDON: For the five year program which we have in mind, at the 
present trend of prices, it would cost us roughly about $95 million; and for 
complete dieselization of the Canadian National, it would cost us about $500 
million. 


Mr. FULTON: That is about one-fifth of the complete dieselization cost? 


Mr. GORDON: I might say that I would not dream of advising the govern- 
ment to spend $500 million over a period of any time, whether it be 10735. or 
20 years, unless I could point out that it was an investment which would pay 
handsome dividends. 


Mr. FULTON: One last question: concerning that $500 million which is a 
hypothetical figure, what portion do you estimate would be covered by previous 
depreciation of steam locomotives, and what portion would you have to go and 
borrow because of the increased cost factor which you have already mentioned? 
Can you strike any rough proportion? 


Mr. Gorpon: I do not know. I would have to think about that. I do not 
know how to sort that out in my mind because, as far as depreciation is con- 
cerned, from an economic point of view, we would have to write off the old 
steam locomotives. 


Mr. FULTON: They are not yet worn out; and you would he writing them 
off before they were worn out; I see. 


Mr. PouLtiot: When you made your plans for dieselization, I take it that 
you considered the question of manpower too? 
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Mr. GORDON: Very definitely; and as I said before, we have in mind, and 
we have done, a series of retraining operations for our men, and we have 
provided classes where these men can go and learn about diesel locomotives; 
and we hope in that way to be able to derive our manpower requirements from 
within the existing personnel. 


Mr, PoutiotT: And where is this retraining being done? 

Mr. GoRDON: That is being done at our various shops. 

Mr. PouLIoT: What shops? 

Mr. GorDON: Point St. Charles is one. 

Mr. DINGLE: Yes, Point St. Charles is one. 

‘Mr. GorDON: Where diesels are being serviced now, we have classes under 


Mr. PouLioT: And are they the only shops which have retraining for the | 
men? 

Mr. Gorpon: No. Eventually all the shops will have retraining, when we 
get on with the program. 

Mr. PouLioT: Yes, but did all your men have an opportunity to retrain? 

Mr. GorRDON: Everybody who wanted to take advantage had the 
opportunity, yes. 

_ Mr. PoutiotT: Were they notified? Were the shops notified accordingly? 

Mr. Gorpon: It is entirely on a voluntary basis, you understand. 

Mr. PouLior: Yes, but that is not my question. I want to konw if all 
the men working in the shops have been informed that they can be trained 
at definite points? 

Mr. Gorpon: I think I see the difficulty. I am talking about a training 
program which is part of this program but it is not in effect yet. 

Mr. PoutioT: It is not in effect yet? 

Mr. Gorpon: No. We are only starting. We have had some classes but 
it has not become a general thing yet; because we are not ready to go ahead 
with the program completely. You see, we have no got delivery of the diesels 
we have ordered for this year. 

Mr. PouLiot: How many erecting shops have you on the system? 

Mr. DINGLE: We have them at Moncton, Riviére du Loup, Pt. St. Charles, 
Stratford, Transcona and Fort Rouge. Some heavy repairs are made at Calder 
and Port Mann as well. 


Mr. Pou.tiot: Now if dieselization of the system comes into effect which 
shops will be first affected by that? 


Mr. GorDon: The first shops that would be affected would be those in the 
area where the dieselization program is to be expanded, and one of the first 
shops that will be directly affected will be Riviere du Loup, Quebec. 


Mr. PouLiotT: Why is it Riviere du Loup? Why is it not Moncton or any 
other place? 


Mr. GORDON: Because our dieselization program has now reached a stage 
where the facilities at Riviére du Loup are not going to be required in due 
course. I do not say immediately, but there will be a gradual reduction. 


Mr. Poutiot: Why did you start with the province of Quebec? te. 

Mr. Gordon: Because that it where the diesels are. That is where they 
are running. 

Mr. Poutiot: They are running in Moncton? © 

Mr. GORDON: Yes. 

Mr. Pou.tiot: Moncton will not be affected? 
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Mr. Gorpon: It will be affected, yes. 

Mr. PoutioT: As well as Riviére du Loup? Bk | - 

Mr. GorDon: It will be a matter of time. You see, Riviére du Loup is 
only equipped to do light repairs on steam locomotives. It has not got the 
machinery— : 

Mr. PouuiotT: Well, Mr. Gordon, you know very well that Riviére du Loup 
has been sabotaged by Moncton? 


' Mr. Gorpon:: No. 


Mr. PouLioT: I will establish that with authority, and I would like to have 
the general storekeeper at Moncton to prove it in a conclusive manner. 

Mr. Gorpon: What do you mean by “sabotaged”? - 

Mr. Pquuiot: I mean by “sabotage” many things. I mean by. “sabotage” 
three things: In the first place the machinery that was in Riviére du Loup 
has been transferred to Moncton. I mentioned it in the House of Commons 
at the time of Appleton and Barnes when the shops were closed. Mr. Hunger- 
ford gave definite instructions to the Riviére du Loup foreman that he could 
make his choice of the machinery that was required. Then, Mr. Barnes, the 
superintendent of MP and MC in Moncton came to St. Malo and changed 
things so they went to Moncton. Mr. Hungerford then gave definite instructions 
that the machinery should be sent to Riviére du Loup in spite of the change 
by Barnes. That is a fdct that can be verified by anyone in the railway at 
the time. Moncton wanted to take over everything belonging to Riviére du 
Loup. If we were dispossessed of our machinery and men in the first place 
it was due to crooked politicians belonging to both parties during the first 
war. That, however, is a thing of the past and now we have to consider the 
present. We have suffered injustice from Moncton all the time. We could 
not get a fair deal. Now, my points are these. The minister knows about 
it and he has perhaps sent a copy of my letter to the management. I will 
give one to Mr. Dingle and to him. 

In the first place, there was some machinery at Riviere du Loup that was 
essentially for the repair of steam locomotives, which was partly transferred 
to Moncton. In the second place, essential parts that should have been in the 
store at Riviere du Loup were not available, and, in the third place, when the 
storekeeper at Riviere du Loup asked the general storekeeper at Moncton for 
parts that were essential, he had to send even three tracers after his first 
request to get those things, and most of the time he did not get any answer. 
But when the superintendent of motive power at Moncton was telegraphed, 
he got all the parts by the next train, shipped on passenger cars. It shows that 
the parts were there. There was something wrong with the storekeeper or the 
office; they were unwilling to send it to Riviere du Loup. This is what we want, 
to get rid of the Moncton office, and we want to be with the Central Region, and 
there is a round robin which has been signed by nine members of parliament 
who do not want to have anything to do with Moncton. . 


Mr. GorDON: I would like to give you my personal assurance that I have 
made a careful examination of the various things that you have made reference 
to and I am perfectly satisfied that none of our Moncton officials, nor indeed 
any Official that I can find, has had any bias such as you mentioned, or has 
acted unfairly in any way. Now, it is quite possible that on given occasions 
there would be a shortage of equipment or essential parts at Riviere du Loup. 
That occurs with every shop in the system. We cannot keep supplies where we 
are going to have everything at a given place at a given time, but I can per- 
sonally assure you that it is not done by reason of spite or dislike—it is one of 
those things which happen in the course of every day life. 


Mr. Poutiot: How is it that when the superintendent of motive power 
was contacted they came the day after? 
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Mr. Gorpon: There have been occasions on which we have taken essential 
parts from Riviere du Loup and sent them elsewhere. We cannot keep things 
just as we would like to. Sometimes there will be wrecks or breakdowns in 
particular shops, where they are in need of a particular part. That can happen 
at any time. 

Mr. PouLioT: You may not admit it without firing those concerned, but 
I can tell you that we are being dealt with unjustly and unfairly from the start, 
and I have the idea they fight against us all the time, and I would mention 
Barnes. That is strictly true and it is a fact, and that is why we do not want to 
have anything more to do with Moncton under any consideration. 


Mr. Gorpon: I am sorry you feel that way. 
Mr. PouuioT: Iam sorry, too, and it is very unpleasant and I do this very 


reluctantly, but I-have to put the facts before you. In addition, I am very 


sorry, too, because they are in a part of the system that meets with a deficit and 
we have to pay for it. I find it tough, at a time that we hear so much about 
civil defence, that we have such a centralization of the railway shops. They 
should be decentralized, and there should be lines of rail going to Gaspe. We 
had submarines there during the last war, and there were complications. There 
was a telephone that was working only part time and it was most unsatisfactory. 
This German submarine came 30 miles from Riviere du Loup, near Trois Pistoles 
and Bic. All the repair shops of the railways should be decentralized to a large 
extent. 


Mr. Gordon: Well, that is your view, which I do not share, Mr. Pouliot; 
and I have the responsibility as the president of this railway, and my responsi- 


bility is to determine what is the most value; the best way to manage the 


railway and particularly the shops at a particular point. If it is shown to me 
that it is efficient to centralize by reason of the high cost of machinery and 
so forth, that is certainly what I will do, and the management at this time are 
following that policy. 

Mr. Pou.iot: Yes. I know very well, Mr. Gations that it is done on purpose, 
that one may come to a shop and start .a repair and they refuse to send the 
parts and the cost goes higher in the books. 

Mr. GorpDon: Well, it is quite so and I admit it; but I might say that 
Riviere du Loup has not got the equipment, either with respect to the type of 
machinery or the men trained to handle heavy repairs. We have found it 
more economical to centralize that in Moncton, in the Moncton shops. It is a 


‘matter of judgment on the part of management. I ask you to accept it. If 


you do not think that we are managing the railway efficiently then you are 
right in so stating. After all, it is my responsibility to determine that. 

Mr. Poutiot:-I do not think there is any support for the charge that 
Riviere du Loup is not efficient. And I tell you again that the Moncton people, 
the office at Moncton, have been unfair to Riviere du Loup right from the start, 
and they are cursing the French Canadians there; and that is why there have 
been so many protests from the union which I sent to Mr. Johnson. At the 
time I didn’t keep them, I did not think that I would ever need them. 

_ Mr. Gorpon: I am very sorry to hear you make that statement because I 
can assure you that there is no bias against French Canadians. 

Mr. Poutiot: There is no place in Canada where there is so much bigotry 
as in the Moncton office. 

Mr. Gorpon: That I must deny. 

Mr. PoutioT: You should deal with him. 

Mr. Gorpon: I have dealt with the matter. I have made a personal investi- 


gation into each one of the statements you have made and I am satisfied, as a 


fair minded man, that your allegations in respect of our Moncton officials are 
not founded on fact. 
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Mr. Poutior: I regret that, but I know them very well. 
Mr. Gorpon: Then we must agree to disagree, Mr. Pouliot; I am sorry. 
Mr. Fuuton: I think that there are a lot of things that should be done at 


Kamloops instead of Vancouver, but I do not think that there is any prejudice 
against us. 


The CHAIRMAN: Shall we go on to the next item, signalling and track 
equipment? 

Mr. CarTER: I have one question I would like to ask on the item now 
before the committee, but I can ask it tomorrow. 


The CHAIRMAN: I would like to finish with this item now so that we will 


not have to come back to it. again. 


Mr. Carter: I understand that dieselization reduces materially the cost 
of switching. ' 


Mr. Gorpon: Did you say dieselization? What does it do? 

Mr. CarTER: That it reduces the cost of switching? 

Mr. GorpDoN: In the first instance, yes. It all depends on continued use. 
Where you get an economic advantage from the use of a diesel is where you 
can keep the diesel locomotive working all the time. If you can keep it active, 
working for you; and they can do a very substantial amount of work. The 
economy in a diesel switcher is that it needs very little maintenance upkeep. 
It is a productive piece of equipment. 

Mr. CARTER: From your experience perhaps you could answer this ques- 
tion: is it your intention to economize by the use of switchers, to economize 
in cost by their use? 

Mr. GORDON: Yes, we have that same thing going on all the time. 

The CHAIRMAN: We will meet at 11 o’clock tomorrow morning. 

Mr. PouLioT: Just one more item, Mr. Chairman. 

The CHAIRMAN: Let us finish. 

Mr. FULTON: We will be here until 9 o’clock. 

Mr. Pou.iot: I would like to have the figures about the probable reduction, 
or change-over, at Stratford, Fort Rouge and Strathcona. What plans have you 
made for the change-over there? 

Mr. Gorpon: It will be generally the same. As I have tried to explain 
earlier, there will be a gradual reduction in steam locomotive repairs that will 
be available for these shops, and some of these shops will be discontinued in 
due course. I can’t tell you exactly when. Some of them will be changed over. 
It costs less for us, for example, to handle diesels than it does steam. It all 
depends on the type of shop and the work being done there. That is a program 
which will carry through maybe over the next 20 years. It will be a gradual 
change-over. It will not be done suddenly, but each one of these shops will 
be changed. Each one will notice the change. 


Mr. FULTON: That will extend over a period of 20 years. I presume that 
in the next year you will be using more of them? 3 


Mr. GORDON: Oh yes. I am saying that we are making a start now. I am 
talking about the whole of Canada. There will be some of these shops that 
will be affected this year. 


Mr. FULTON: To what extent? 
Mr. GorDon: That will depend on how far we get our diesels, depending 


on our diesel deliveries. We have diesels on order. We do not know exactly | 


when we will get them delivered: it may be 6 months, it may be a year—as 
a matter of fact, I do not think any are expected, any more diesels until next 
Spring on these orders. 
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Mr. GRACEY: Next year. 
Mr. Gorpon: It will be next year before we really get enough diesels in 
other areas to make the changes anticipated: 

_ Mr. Futton: Mr. Gordon, could you give us any figures showing the effect 
this change-over will have from points such as Stratford, Fort Rouge and 
Strathcona? 

Mr. Gorpon: I can tell you generally that Stratford will probably be the 
place where we will find it advantageous to concentrate steam locomotive 
repairs. It is admirably suited for that purpose, and it may be one of the last. 
shops to be affected. ; 

Mr. FULTON: And both will be done; steam repairs and diesel repairs will 
be made at Moncton and Stratford? 

Mr. GorDON: Both will be used in that place, yes. 

Mr. PouLiotT: Can you tell me when you expect to renovate your plant at 
Stratford? 


Mr. GorpDon: Stratford is the place where we will probably find it to be 


' most economical to send most of our steam repair jobs; they will be centralized 


there for steam only. We do not intend to provide a diesel repair shop at 
Stratford, and we are not putting diesels in at Stratford. 


Mr. PouLioT: So you will have diesel and steam repairs made at the Point 
St. Charles shops? 


Mr. Gorpon: That is right. 

Mr. Poutiot: And at Moncton? 

Mr. GORDON: Yes, at Moncton. 

Mr. PouLioT: And the steam repairs will be made at Stratford? 

Mr. GorpDon: Yes, but with no diesels at Stratford. 

Mr. PouLiot: No diesels at Stratford; now what about Fort Rouge and 
Transcona, when those shops are closed? 

Mr. Gorpon: There will be a change there; but again it will depend on 
the rate of dieselization in that area. 

Mr. PovuLioT: You do not mean that all the steam locomotives from the 
Maritimes will go all the way to Stratford for repair? 

Mr. Gorpon: No. 

Mr. PouLIoT: You will have them repaired at Moncton? 

Mr. GorDOoN: Steam locomotives will be repaired at Moncton. 

Mr. PouuiotT: And Riviere du Loup will be the first on the list? 

Mr. GORDON: Riviere du Loup, as it stands now, is probably the starting 
point, by reason of its particular situation, its equipment, and its location. 

Mr. FuLToN: Are there advantages which will accrue to Riviere du Loup 
as a result of that feature which has been discussed? 

Mr. GorDOoN: The advantages are that as dieselization comes about in that 
part of the country there will be better service. -That is all. 

Mr. PouLIoT: You know very well that there are many engines which are 
closer to Riviere du Loup than to Moncton, and which could be repaired at 
Riviere du Loup. 

Mr. GorDon: It is our intention to spin out this program as long as we can 
because we recognize that we have a duty to the people of any community 
where we have been located; but it is an unfortunate fact that we have to start 
somewhere, and it is an unfortunate fact that because of the location of Riviere 
du Loup plus the type of shop we have there it is going to be one of the first 
shops affected by the dieselization program. It just cannot be helped. 
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Mr. PouLIoT: Now we have to talk about very sad prospects that may not 
be probable but that may be possible. If the Moncton shops are bombed, 
where will you have the repairs made? 

_ Mr. Gordon: Well, that is a hypothetical question! 

Mr. PouLioT: It is not probable? 

Mr. GORDON: The only answer I can give to you is: not at Moncton. 

Mr. PouLiotT: You do not believe in decentralization? 

Mr. Gorpdon: No, I do not. I think that it can be demonstrated quite well 
by our technical officers that, in the light of the heavy power we are now 
using, and with the great weights that we handle and so forth, it is much more 


economical to centralize heavy machinery at specific points. If we wanted to 


expand and put in cranes which could handle heavy locomotives at various 
points across the country, we might have to buy from 12 to 15 cranes, when one 
would do, if we centralized. 

Mr. PouLioT: Yes; but you would have a crane idle at St. Malo which 
could be used at Riviere du Loup. 

Mr. GORDON: Riviere du Loup is not equipped with a heavy crane which 
could handle heavy repair jobs. 

Mr. PouuioT: Yes, but you have an idle crane at St. Malo. 

Mr. Gorpon: I do not Know what you are referring to. They are not our 
cranes. 
Mr. PouLiotT: Where have they been transferred to—the cranes that were 
at St. Malo? 

Mr. GorDON: We are unaware of any cranes belonging to the CNR. that 
are lying there. 

Mr. Poutiot: No, but there were big cranes there and I would like to know 
where they have been sent. 

Mr. Gorpon: If there were cranes I would presume they have been trans- 
ferred to Moncton and Point St. Charles. 

The CHAIRMAN: Would you be satisfied if Mr. Dingle would look that up 
and put it on the record as an answer to your question, Mr. Pouliot? 

Mr. PoutiotT: I am not going to keep the committee any longer but this 


will be carried on division and I reserve the right to take it up again mor 


we look at the other figures. 

The CHAIRMAN: The committee has been pretty patient and you have made 
a marvellous presentation of your case. Are you not content to leave it at 
that? 

Mr. PoutioT: I leave the matter now on division but I will take it up again 
when we examine the figures. 

The CHAIRMAN: We stand adjourned until 11 o’clock tomorrow morning. 
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MINUTES OF PROCEEDINGS 


TuEsDAY, April 29, 1952. 


.. The Sessional Committee on Railways and Shipping owned, operated and 


controlled by the Government met at 11.00 o’clock p.m. this day. Mr. Cleaver, 
_ Chairman, presided. | 


Members present: Messrs. Benidickson, Carter, Dumas, Follwell, Fraser, 
_ Fulton, Gillis, James, Knight, Macdonald (Edmonton East), Macdonnell (Green- 
_ wood), McCulloch, McLure, Mott, Mutch, Pouliot. | 


, In attendance: The Hon. L. Chevrier, Minister of Transport; and Mr. 
- Donald Gordon, Chairman and President; Mr. S. F. Dingle, Vice-President 
_ (Operations); Mr. T. V. Gracey, Comptroller; Mr. T. H. Cooper, Vice-President 
4 (Accounting) ; all of the Canadian N ational Railways. 


The Committee proceeded with the study of the Canadian National Rail- 
_ ways Annual Report and the examination of Mr. Gordon. | 
During the course of the proceedings Mr. Chevrier answered questions 
specifically directed to him. 


F At 1.05 o’clock p.m., the examination of Mr. Gordon still continuing, the 
_ Committee adjourned to meet again at 4.00 o’clock p.m. this day. 


AFTERNOON SITTING 


| The Committee resumed at 4.00 o’clock p.m. Mr. Cleaver, Chairman, 
_ presided. | 


PLE aC ie et 


_ Members present: Messrs. Benidickson, Carter, Cavers, Churchill, Dumas, 
_ Follwell, Fraser, Fulton, George, Gillis, Helme, James, Knight, Macdonald 
_ (Edmonton East), Macdonnell (Greenwood), McCulloch, McLure, Mott, Mutch, 
Picard, Pouliot. 

: In attendance: Same as indicated for morning sitting. The Committee 
completed its study of the Canadian National Railways Annual Report (1951) 
and the examination of Mr. Gordon thereon. The said annual report was 
adopted. 


. The Committee then considered and adopted the Annual Report of the 
Canadian National (West Indies) Steamships, Limited ( 1951). During the 
consideration of the said report Mr. Chevrier and Mr. Gordon were questioned. 


F The Committee then considered and approved the following estimates 
referred to the Committee: 


| Vote 485—Prince Edward Island Car Ferry and Terminals—Deficit 

Ss Vote 486—Canadian National (West Indies) Steamships, Limited, © 

Deficit’ 

Vote 493—Maritime Freight Rates Act—payment of 20% reduction 
in tariff of tolls to Canadian National Railway and other Railways 
operating in territory fixed by the Act. 


a 


j : 
4 The Committee then considered and approved the Canadian National Rail- 


ways and Canadian National (West Indies) Steamships, Limited Income Account 
pend Capital Budget—1952. 
4 
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Mr. Gordon made an introductory statement on the above and was 
questioned in detail thereon. 


The Annual Report of The Canadian National Railways Securities Trust 
(1951) was considered and adopted. 


The Committee then considered and adopted the Auditors’ Report to 
Parliament (1951) on the Canadian National Railway System and the Canadian 
National (West Indies) Steamships, Limited. 


Mr. F. P. Turville of Georges A. Touche & Co., was called, questioned and 
retired. : 


Answers to questions asked by Mr. James, Mr. Pouliot, Mr. Dumas, and | 
Mr. Carter were tabled and ordered to be printed as part of this day’s evidence. 
(See also Appendix A—Notes J 56 No. Rail). 


_ The Chairman expressed the appreciation of the Committee to Mr. Gordon 
and his officials. Mr. Gordon emphasized the steady technological advances 
being made within the railway industry and expressed the determination of 
the Canadian National Railways to keep abreast of these changes, and in so 
doing keep pace with the growth in the Canadian economy. 


At 6.00 o’clock p.m. the Committee adjourned to meet again at 4.00 
o’clock p.m., Wednesday, April 30, 1952. 


R. J. GRATRIX, 
Clerk of the Committee. 
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EVIDENCE 


APRIL 29, 1952. 
11:00 a.m. 


The CHAIRMAN: Gentlemen, we have a quorum. 


Mr. PouLioT: Before you go ahead: I would like to raise two points of order. 
The first one is about Hansard, our committee Hansard. It must be the same 
as court reports—stenographic notes of the evidence given by witnesses—the 
only difference is that witnesses are not sworn, don’t take the oath. I am not 
a purist in the English language and my knowledge of English is basic English, 


_and when I use the word “tough” I do not want it to be changed by another 


word on the copy of Hansard; “tough” is said, “tough”, and “tough” should be 
on the record. Hansard should have no make-up, no Toni permanent wave. 


_ Hansard shall be exactly a written picture of what is said in the committee. 


That is my first point of order. 

My second point of order, sir, is about my right to sit here as a member 
of parliament. I have the greatest respect for you. I will support the chair 
every time that necessity arises; but yesterday the Hansard copy reports you, 
sir, as having said that the committee had been patient with me. I do not 
expect the committee to be patient with me, but I expect the committee to be 
just as courteous with me, which has been done, as I am with others; and it 
is not exactly the language you have used, but it amounts to nearly the same 
thing. Now, what I tell you is that I have no prejudice of any kind. I have 
no animosity; but I am here as a member of parliament to do something about 


_ the C.N.R. business; and, until now, and I hope in the future also, I have been 


a C.N.R. man. But I am here to have information and to make my observa- 


_ tions which may be similar to those of the directors, or similar to what the 


directors could make if they felt like it, And, that being said, I hope that what- 
ever I have to say will be taken as it is said. 


The CHAIRMAN: Mr. Pouliot, I am sure that the reporters have noted your 
remarks in regard to the first point of order, and I would suggest that it might 
be helpful if you would sit a little closer to the reporters to give them a chance 
to really get down your questions. 


Mr. PouLioT: I am not complaining about the way the questions are 
reported. 


The CHAIRMAN: It is the editing that you complain of? 
Mr. Poutiot: I am complaining about the embellishments. 


The CHAIRMAN: All right. As to your second point of order; I, also, am 
not a purist in the English language. 


Mr. PouLiotT: Oh, you are. - . 
The CHAIRMAN: If the word which I used, Mr. Pouliot, caused you any 


2 


_ offence I want immediately to assure you— 


Mr. PouLiotT: It is not the word, it is the idea. 


The CHAIRMAN: —I did honestly feel that the committee was working 
under pretty strenuous pressure, and I did feel that you were given a full 
opportunity— 


Mr. PouLioT: You did use the word “latitude” yesterday, but it is not on 
Hansard. | 


The CHAIRMAN: I have not read the record. . 
Mr. Poutiot: It is that word which I objected to, the word “latitude”; and 


_ you were close to the stenographer—if I am out of order, stop me at once. 
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The CHAIRMAN: No, I do not think there was any latitude, but I do feel 
that you were given full opportunity to present your views on the matter that 4 


was before the chair. 
Mr. PouLioT: You know very well, Mr. Chairman 


The CHAIRMAN: I was just making a suggestion; you have always been 
pretty co-operative with the chair, and I was just making the suggestion that 
perhaps in view of what had happened you would be content to rest your case 
there; you made out a pretty full case and you did give all the details— 

Mr. PouLiotT: Without great success. 


The CHAIRMAN: Well, the chair has no responsibility as to the success or 
failure; but I do think that you were given full opportunity; and I was not 
trying to cut you off unfairly or to suggest that you were accorded any special 
privilege because you made the comment you did. 

Mr. Poutiot: No, but I will tell you—I am the judge, as every member 
of the committee is the judge of the opportunity to expound a case. Thank you. 

The CHAIRMAN: All right. Now, gentlemen, we are on signalling and track 
equipment. Mr. Fulton is especially interested in this subject but he has to be 
absent from the committee for an hour or so this morning. Is the committee 
willing that this item should stand? 


Mr. GILLIs: No, we can discuss it. Mr. Fulton is not the only one interested — 


in it. I think that we might very well go on with it. 

The CHARMAN: In that event we will carry on. Shall we reserve the right 
to Mr. Fulton to ask further questions when he comes, Mr. Gillis? 

Mr. GILLIS: That is entirely up to you, Mr. Chairman. 

The CHAIRMAN: I think that it is up to the committee, and I usually find 
that most folk respond to good treatment; and I would not want to be accused 
of being unfair to any member of the committee. We will call the item now, 
then, and you carry on, Mr. Gillis. 

Mr. GILLIS: You see, Mr. Chairman, what I cannot figure out is this; why 
stand the work of the committee for one member? Would you do that? 


The CHAIRMAN: I would, if the committee took that view— 
Mr. GILLIS: Well, perhaps you would have some justification. You see, 


our group in the House is pretty small and we are spread very thin. Mr. 
Fulton’s group in the House is quite large. 


The CHAIRMAN: You carry on, and if I appear to be leaning over back- 
wards, you let me know. 

Mr. FRASER: You must take into consideration the fact that there are a 
‘number of the committees sitting this morning. I think it is very kind of you, 
sir, to suggest that Mr. Fulton be allowed to refer to this.section before us when 
he returns to the committee. 

The CHAIRMAN: Well, Mr. Gillis, let us get on. 

Mr. GILLIs: I would like to ask Mr. Gordon this question: is there anything 


~ 


in the budget this year to provide for improvements in the main line between 


Sydney and Truro? In 1942, when this Canso project was before the Recon- 
struction committee, that committee recommended at that time the Canso 
project that is being carried out by the government, or the railway, and the 
double tracking of that main line from Sydney to Moncton. They suggested 
particularly that that be done with respect to the line, to that part of the line 


running between Sydney and Truro particularly. And now, as you know very 


well, Mr. Gordon, that particular section of line is under a severe handicap in 
that there are a number of grades and curves in the road there pretty well all 
the way from Sydney to Truro. I was just wondering if when the C.N.R. 
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‘is compiling their budget this year, having in mind the improvements that 
were going to be made in that crossing and the huge development in traffic 


that has taken place since Newfoundland came into Canada—and there is 
quite an extension anticipated both with respect to traffic from Newfoundland 
and from Sydney—and in the next four years there is going to be perhaps a 
hundred per cent more traffic on that end of the line than there is at the present 
time which in its present condition is much to be desired—I was just wondering 
if, Mr. Gordon, you could tell us what the prospects are in the immediate 
future as to improvements there, particularly on your main line between 
Truro and Sydney? 


Mr. Donald Gorpon, C.M.G., (President, Canadian National Railways): 
The general circumstance on the Truro-Sydney line is that it would be impos- 
sible to provide a faster or a more comfortable service between Truro and 
Sydney on our existing line because of the grades and curvatures which affects 
adversely our traffic over that line: and the only way that that could be 
improved would be by relocating a major portion of this railway on a lower 
grade and with also a minimum of curvature; and that would cost about $15 
million. pass. | 

During 1951, extensive work was performed on this section to improve track 
conditions. New and improved ballast was supplied in 42 miles of track, and 
23 miles was relaid with new 100 lb. rail. In 1952, we are scheduled to con- 


tinue this improvement by laying 17 miles of-100 lb. rail, and by applying 


15 miles of improved ballast. : 

-Practically 100% of the line, Truro to Sydney, with the exception of the ~ 
portion between Linwood and Mulgrave, approximately 13 miles, which will 
be abandoned with the construction of the causeway across the Strait of Canso, 
has been relaid with new rail and ballasted during the past 12 years. 

The quantity of work performed on this section during 1951 was very 
much more than the average amount of work performed on the remainder 
of the Atlantic Region on a mileage basis. Obviously, the section of Truro to 
Sydney is not neglected. 

Passenger carrying cars regularly operated between Halifax and Sydney 
on trains 5, 6, 7, 8, 9 and 10 are all steel or steel underframe steel plate 
construction. All the sleepers and the majority of the coaches are air- 
conditioned. | é ' 


Mr. GILuis: Well, that was in effect in the recommendation of the Recon- 
struction committee in 1947; that it should be relocated and that these grades 
and curves were a handicap to any improvement. I was thinking more 
particularly of about one half of the line from Sydney to Truro. I think that 
Mr. Gordon will agree with me that a considerable part of that line will have 
to be relocated. And now. we have heard a good deal about double tracking © 
the line in the maritime provinces; and in connection with Nova Scotia, and 
Newfoundland also, I think that there is going to be a terrific increase in 
developments in that part of the country; and, even if it did cost $15 million 
I think that it is an expenditure that can be justified and we would be doing 
something for the coming generations. I do not think that at a time when we 
are talking about the development of the country as a whole, when we are 
talking about the seaway project and all these things, that a $15 million 
expenditure in that part of the country which is going to benefit three provinces 
is excessive at all. 


Mr. Gorpon: Well, Mr. Gillis, I am interested in having your viewpoint on 
that. The only comment I care to make at this point is that the capital require- 
ments of the C.N.R. under present day conditions are so enormous, I am just 
a little frightened. You realize that when we come to consider the whole 
situation we get into figures which have a meaning in terms of financing 
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possibility, which have to be examined and transferred into terms of the 
capacity of the country to raise the money. And every item of this kind, of 
course, is just one more addition which you will have to make to a very large 
program. I do not disagree with you at all. If it were possible to relocate that 
line nothing would please us better, because certainly it would give us an 
easier job; but I think these things are relative to what we have to consider, 
and that we have to consider them in terms of the enormous capital require- 
ments which are confronting us under present day conditions. That phase of 
the question is still to be settled; but for the present, at least, it would seem to 
be an inadvisable expenditure. 


Mr. GiLuis: I would not expect you to undertake it tomorrow. 
Mr. Gorpon: No. 


Mr. Giuuis: This is the thing which bothers me, and I agree with you with 
regard to capital outlay over 10 or 15 years, that it will be quite big; but I am 
not unmindful of the fact that we are bringing 150,000 to 200,000 immigrants 
into this country each year, building up our population, and they will require 
services. The thing that bothers me more than that is that in all of this huge 
capital outlay, instead of bringing benefit into that part of the country it appears 
to be working to our detriment and to turn us away from any thought of the 
rehabilitation of the maritimes. 


Mr. Gorpon: If you will permit me I would like to make further comment 


in reference to a paragraph in the press yesterday which related to the coal 
situation in the maritime provinces. I think perhaps the way I expressed 
it has caused the press to improperly interpret my comments because the 
statement in this morning’s paper is worded to make it appear that I suggested 
there would be a reduction of 1,200,000 tons of coal over the next five years. 
That is not what I had in mind at all, and I think that it would be of interest 
if I just reviewed the situation a little more completely. What I was trying 
to say is that we have worked out a five year provisional program in regard to 
dieselization. That is in the form of a program. It is objective in its nature; 
that we are approaching this situation, approaching this conversion, transitional 
period, in an orderly, planned sort of way, instead of just in a sort of harum- 
scarum sort of way. Now, the five year program has been worked out along 
these lines, we have said that our total coal consumption of the Canadian 
National Railways would drop at the end of that five year period. I mean, 
assuming that we get everything done with regard to that five year period we 
would be using two and a half million tons less coal than we did last year. 
Now, of that two and a half million tons of coal that we would be burning less 
per year, it is estimated, roughly, that of that amount about 280,000 tons would 
have an effect on the maritime provinces section. 


Mr. GILuis: But you said annually. 


Mr. Gorpon: Yes. Now, that again is qualified with this; last year we 
had shipments of coal in the Canadian National Railway of 7,149,200 tons; of 
that, 1,949,600 tons came from Canadian sources and 5,199,600 tons came from 
United States sources. That means that at the end of five years we will still 
be a large user of coal, to the extent, roughly, of 4,600,000 tons; but we still 
buy that coal wherever we can get the best price competitively; so it boils 
down to a quesiton of price. As I explained to you last year, the economic area 
with respect to coal is conditioned by where we can use coal in competition 
with American coal. The amount that we can use varies, depending upon the 
price of coal quoted in the maritime provinces as compared with the United 
States; and the economic area as I referred to it, will expand at times and it 
will contract at times; so that if the producers of coal in the maritime provinces 
are competitive with American coal the area in which we can use maritime coal 
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will be greater. Now, in the area that we would expect they would be com- 
_ peting in—we will buy all the coal they can possibly sell us at that particular 


period. © 


Mr. GILLIS: Can you give us some idea of the competitive position now as 
between American and Canadian coal? 


Mr. Gordon: Yes, it has worsened lately. I cannot give you the proper 
forecast for 1952 because we are just in the middle of negotiating. I do not know 
what the water rate is as compared with rail. But I can tell you this, that the 
economic area last year covered Sennetere-Garneau, Quebec, and all points 
east; and the quantity of coal that we required in that area, I am speaking of 
the C.N.R. of course, was 1,535,000 tons. That is what we needed in that area. 
Now the coal which we got, the Canadian coal which we got in that area, was 
1,045,000 tons. In other words, you can perhaps put it better this way; that 
there was 490,000 tons of coal that could have been bought and which would 
have been bought by the Canadian National Railways if the price had been 


competitive in that area. Now, I hope that I have made it clear to you—it gets 


a little complicated because there are varying figures here—relating to the 
shipment of coal, the consumption of coal, and so on. 

Mr. GiLuIs: You spoke about the competitive position having worsened. 
That does not speak very well for the mechanization of Dosco, which Dosco has 
been carrying out? 

Mr. Gorpon: I would not be prepared to be critical of that. I do not know 
anything about it. The competitive position has worsened because in the United 
States the price has dropped while prices here have risen, and that has had 
an immediate effect on the competitive picture. As a matter of fact it changes 
from month to month; and the result of that situation is that with regard to 
coal from the United States viz-a-viz Canadian coal, there will be a lot of 
American coal bought because of the market fluctuations and the lower prices 
which prevail there at present. 

Mr. FRASER: Would the exchange situation at the present time be a factor? 

Mr. Gorvon: You refer to the American exchange rate? 2 

. Mr. FRASER: Yes. 
Mr. Gorpon: It would help American coal, yes. 
Mr. FRASER: You can buy it cheaper? 


Mr. Gorpon: We can buy it, if the Canadian dollar remains where it is— 


. that certainly would be a factor. 


The CHAIRMAN: Are there any further aneeoes on signalling and track 
equipment? | 

Mr. Gorpon: If I may add just one more comment? It has a bearing on the 
competitive price situation. The maritime province coal operators may have 
the advantage of subventions; if subventions are applicable to the movement of 
coal under the Dominion Coal Board orders, then the degree of subvention as it 
applies would have:a bearing on the competitive economic area. 


Mr. GILLIs: While you are on this subject of dieselization, are there any 
experiments now being carried on with the turbine locomotive? Are you still 
interested in that, or have you dropped it? 


‘Mr. Gorpon: No, far from it. We are very interested in turbine develop- 
ment and are keeping closely in touch with the experiments which are going on. 
We are also closely watching an experiment which is going on between our 
research and development branch and McGill University which relates to the 
relative economy of oil-fired gas turbines and coal-fired gas turbines. That 
presents a real possibility and we are watching it with great interest. 


The CHAIRMAN: Mr. Pouliot. 


i 
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Mr. Pouuior: Thank you, Mr. Chairman. Mr. Gordon, would you please tell | 


us whether you are making any provision for the repair of tracks and the 
extension of the Temiscouta railway. 

Mr. Gordon: Yes, I can give you that. When we took over the Temiscouta 
railway we estimated the total cost of the rehabilitation of this line would 
amount to $1,300,000. The particular program decided on at that time was 
designed to run over a period of five years, and what we have been doing there 
is to proceed with that program. The total maintenance expenditure during the 
year 1951 amounted to $443,392: and the cost of normal maintenance was 
estimated at $250,000; and we have in our capital budget submission for 1952 
a revote on the Temiscouta account of $323,000. © 

Mr. Poutiot: Would that complete the line? 

Mr. Gorpon: Pardon me? 

Mr. PovuLiot: Would it complete the line to Riviere du Loup? 

Mr. Gorpdon: The line—that is from Riviere du Loup to Edmunston, and 
from Edmunston to Connors—yes, it will take care of it. ; 

Mr. Poutior: No. What I mean is—you say last year the work was done 
from Edmundston southwards—no, northwards to St. Louis? 

Mr. GORDON: Yes. 2 


Mr. Poutiot: And I would like to know if the work will be done from St. 
Louis to Riviere du Loup this year? 


Mr. Gorpdon: This year—can you answer that, Mr. Dingle? 
Mr. DINGLE: The entire program is based on the five year period Mr. 


Gordon mentioned, and we will do a portion each year. For example, we hope 


this year to install 10 miles of new rail—it will be part of the program extend- 
ing over a period of five years. 


Mr. PoutiorT: It will take you five years to complete it? 

Mr. DINGLE: That is correct. 

Mr. Poutiot: And from what time does that period of five years start? 
Mr. GorDon: Five years from January 1, 1950. 

Mr. PouLiot: Oh, yes. N 

Mr. Gordon: The program started in 1950. 

Mr. Pouuiot: Yes. 

Mr. Gorpon: And the entire program is to be completed by 1955. 


Mr. Poutiot: I hope that I will live long enough to see the completion of 
the line. 


Mr. Gorpdon: I would certainly underwrite a life insurance risk up to 1955, 
Mr. Pouliot. : 7 


Mr. Poutiot: Now, Mr. Gordon, have you got something for the improve- 
ment of the railway yards at Riviere du Loup? 

Mr. Gorpon: I was just wondering, Mr. Chairman—this question will 
arise in connection with the budget. And perhaps you would rather deal with 
it then. 

The CHAIRMAN: Yes. 


Mr. GORDON: We will be prepared to go into it in detail on the budget 
item when we get to that point. 


The CHAIRMAN: Are there any further questions on this subject? 


Mr. FRASER: Yes, Mr. Chairman. This is under section 15, it is marked 
here, automatic signals: that covers signals for snow slides, does it? That 
is what that covers? 
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Mr. Gorpon: No, automatic signals. Block signals are not snow slide 
signals. They are in the same area as that we had been experimenting with 
snow slide signalling, but I may tell you that we have pretty well come to the 
conclusion that the snow slide detectors are not a satisfactory device. 

Mr. FRASER: You say they are not satisfactory? 

Mr. Gorpon: No; as a matter of fact, we have just about come to the con- 
clusion that in some respects they are very dangerous. 

Mr. FRASER: Is there any other method which can be employed? 

Mr. GorDon: We have just about come to the conclusion that the automatic 
block is the best method. 

Mr. FRASER: That is the type of signal that is mentioned here? 

Mr. GorpDon: That is right. 

Mr. FRASER: Will that automatically check snow slides? Does that? 

Mr. Gorpon: No, it does not, none of these signal devices do; as a matter 
of fact, a lot of people seem to have a wrong impression, they seem to have the 
impression that the automatic block, or centralized traffic control is a nearly 
fool-proof system. It is not. We had one experience just the other day. There 
was a washout, a slide, whatever you want to call it; and a section of the road 
was washed out. A train had gone over it just a short time before, but there 
was no indication on the signal system that there was anything wrong with the 
track. The engine had gone off the track but the track had not been broken 
so the signal still showed green despite the fact that the engine was off the 
track. So, you see, there is nothing that is absolutely fool- proof. 

Mr. FRASER: Of course, there is nothing in the world that is fool-proof. Vou 
are absolutely right there. Mr. Chairman, are we also rey this section taking 
up the matter of tracks? 

The CHarRMAN: What do you mean? 

Mr. FRASER: For instance, the tracks between Toronto and Peterboro. 
I was just wondering if anything had been done on that to bring it up to date. 

Mr. Gorpon: Yes, we have had a great deal of work done on that. There, 
again, you will see the program we are providing when we get to our budget 
item. 

Mr. Fraser: May I ask a question there? 

The CHAIRMAN: Yes. 

Mr. FRASER: You are going to revert to this item and allow Mr. Fulton to 
ask further questions on it? 


The CHAIRMAN: Yes, we are going to allow Mr. Fulton to ask his questions 
when he comes: back from the other committee, if the committee permits him 
to do so. 

Mr. McLureE: With reference to the Hillsboro bridge, I understand that 
it was condemned by the Canadian National Railways, which interrupts the 
traffic from Charlottetown to Murray Harbour. What further arrengements, if 
any, are being made with reference to this matter? 


Mr. Gorpon: The Hillsboro Bridge was condemned not by the Canadian 
National Railways but by the Board of Transport Commissioners in the first 
instance as being unsafe for railway operation; and in view of that fact we 
were prohibited from operating trains across the bridge. There was a hearing 
held later on by the Board of Transport Commissioners to see whether or not 
the alternative service which we proposed was adequate; but we have given 
up operation across the Hillsboro Bridge and we have received authority to 
discontinue the passenger and mixed train service over to Murray Harbour, 
for a distance of approximately 11 miles. We are operating an alternative 
service. 
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Mr. DINGLE: Yes, in the form of a taxi service. 
Mr. Gorpon: Across the bridge. 


Mr. DINGLE: We use taxis to take the people over from the lower end of 
the bridge. 


Mr. GorDoNn: We are operating trains to Southport, and the passengers 
are transported back and forth between there and Charlottetown by taxi, 
at a cost of 10 cents per trip, for a distance of 14 miles. 


The CHarrMaN: Are there any further questions? 


Mr. FRASER: Owing to accidents when cars bump into freight trains and 
passenger trains and one thing and another, I was just wondering if any 
consideration has been given to a different form for the railway crossing signs? 
This has been brought to my attention. In most cases they just say “railway 
crossing”, but they do not indicate on the sign the direction in which the railway 
crosses the highway. 


Mr. Gorpon: I beg: your pardon. 


Mr. FRASER: The railway crossing signs as presently in use do not show 
on the sign the direction in which the railway crosses the highway. 


Hon. Mr. CHEVRIER: You mean as signs do on the highway?. 
Mr. FRASER: Yes. 
Mr. GorDON: You mean by indicating the angle of the crossing on the sign? 


Mr. FRASER: Yes. They do not show the angle at which the train tracks 
cross the highway. In many cases you might expect it to be at a right angle, | 
but it will turn out to be in an entirely different direction. 


Hon. Mr. CHEVRIER: That is a matter to which the Board of Transport 
Commissioners give consideration continuously. They make representations 
to us for certain amendments to be made to the Railway Act, but I do not recall 
if this is one of the things they have taken up. The board has a duty, through 
its engineering department, to study the matter of these grade crossings, and 
such things should certainly be brought to their attention. 


Mr. FRASER: I know a man who was in a crash of that kind who said 
that if he had known which way the tracks crossed the highway, he did not 
think it would have happened. 


Hon. Mr. CHEvrier: Of course, it is pretty hard to foresee all eventualities 
_ that are likely to happen at a grade crossing. 


Mr. FRASER: It was just an idea and I thought this was the time to put it 
before the committee. 


The CHAIRMAN: Paragraph 17, “Communications”. Are there any questions? 


Mr. CARTER: I would like to ask a question about our telegraphers in 
Newfoundland who are also postmasters. I understood that last December 
a conference was held between the officials of the Post Office Department and 
C.N.T., at which certain understandings or recommendations were arrived at. 
I wonder if Mr. Gordon could bring us up to date on whether these recom- 
mendations have been implemented. ‘ 


Hon. Mr. CHEVRIER: I understand there was a meeting between officials of 
the Post Office Department and our officials of the Department of Transport, 
with the object of alleviating grievances, and I think they did a pretty. good 
job to alleviate the grievances of these employees. The Post Office Department 
and the Canadian National telegraphers agreed to inaugurate certain changes. 
They are as follows: 


1. Payment by the Post Office Department to the Postmasters. 


The Post Office Department are working out a new plan for the 
payment of their services as postmasters, based on the volume of mail 
handled, both incoming and outgoing. 
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2. Seven days a week on account of C.N.T. business. 

The volume of telegraph and telephone business handled by the 
employees on Sunday is very small, and as an experiment, the C.N.T. will 
close their offices all day Sunday, and the employees will not have to 
be on duty on Sunday. If this experiment is satisfactory, it will be 
extended to include statutory holidays. 


3. Relief Operators to enable Regular Operators to take holidays. 

In future, these employees will be granted two weeks holidays 
with pay.. The C.N.T. will furnish relief operators. The relief operators 
will act as postmasters during the relief period, and the Post Office 
and C.N.T. will share in the cost, with the exception of travelling and 
living expenses of the relief operators, which will be paid by the C.N.T. 
The above will apply to some 115 offices where the employee must 
be a qualified telegraph operator, but will not apply to stations where 
only telephones are installed, as the operation of telephones does not 
require special qualifications, and the persons who are acting as post-. 
masters could also operate the C.N.T. telephones. 

4. Separation of Postal Services from C.N.T. Services. 

At the present time, it is not possible to completely separate the 
two services, due to a lack of accommodation at these remote points, 
and in some cases, it would be necessary for the C.N.T. to construct 
new telegraph and telephone lines for considerable distances in order 
to locate their offices in separate locations, but it was agreed that the 
separation of the services would be desirable, and in places where the 
C.N.T. services can be separated from the postal service without too 
heavy an expense, separation would be undertaken, but it would prob- 
ably take at least 5 years before separation of all offices can be completed. 


Mr. CARTER: Have these recommendations all been implemented now? 
Hon. Mr. CHEVRIER: Yes. 


Mr. FRASER: In regard to the telegraph offices, in most cases they are closed 
on Saturday, and in addition, it is pretty hard to send an express parcel on a 
Saturday. 


Hon. Mr. CuHevrier: I think we can usually run down to the station in 
places such as yours or mine, if we need to send a telegram. 


Mr. FRASER: Yes, provided somebody is there. 
Hon. Mr. CHEVRIER: Surely there is somebody there in Peterborough. 


Mr. FRASER: No, that is not always the case in Peterborough on a Saturday. 
I wonder if there is any way by which a person can get better service on 
a Saturday or a Sunday? If you have an express parcel which comes in on 
a Saturday, you simply cannot get it, or if it comes in on a Friday, you cannot 
pick it up on a Saturday, because they are not open. 


Mr. GorDON: You are referring to the first transitional result of the five 
day, 40 hour week. 


Mr. FRASER: That is true. 


Mr. Gorpon: We have not been able to work out all the quirks in it yet, 
and there are some cases in which legitimate complaints will be corrected. By. 
and large, in the smaller places, the telegraph stations were closed at least 
one day a week and now it is two days. But where we feel that the burden 
of inconvenience to the public is extreme or more than appears to be justified, 
all things considered, we shall try to make arrangements; but we shall have 
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to have a period of time in which to work it out. It will take us a year or so 
before we really know the places where it has gone too far and where we 
need to given better service. oie? 

Mr. Fraser: I was thinking more of urgent telegrams which come in, 
life and death propositions. ) a 

Mr. GorDON: They will get through somehow. . 

Mr. FRASER: They do in most cases, but there are some cases in which they 
do not get through. 

Mr. Gorpon: There are bound to be cases which will have to be worked 
out; and when we get such major changes as have been imposed by the 
40 hour week, it makes it very difficult. 

The CHAIRMAN: Is “Communications” carried? 


‘Carried. 


“Other Research”. Are there any questions? 

Mr. Pouuiot: I refer to a speech made by the Prime Minister at the 
Engineering Institute last Saturday in Montreal in which he mentioned that 
as soon as the cold war is over, we could expect atomic power to progress to. 
the point of meeting civilian needs. I do not know if you attended that dinner, 
Mr. Gordon? 

Mr. Gorpon: I am sorry, but I was not able to do so. 

Mr. Poutior: Well, you probably read the report of it. 

Mr. Gorpon: I did indeed. 


Mr. Pou.iot: I wonder if the management or the scientists who work for 
the railways and who are in touch with McGill University are also in touch 
with the Atomic Board of Control? Are they? 


Mr. GorDon: Mr. Fairweather, our vice-president in charge of research, 
is a very extraordinary individual and he keeps very closely in touch with 
all these developments. About three months ago he attempted to explain 
atomic power to me and he managed to make me understand it, so I can 
assure you that he is very closely in touch with current developments in 
this field. 


Mr. FRASER: He must be good! 
Mr. Gorpon: He certainly is! 


Mr. Pouuiot: This is only a preamble to what I am going to ask you. 
Owing to Mr. Fairweather’s learning and interest in scientific matters, can 
you foresee the date when diesel locomotives will be replaced by locomotives 
which will use atomic power instead of oil? 


Mr. Gorpon: I am afraid that is going too far into the future for me to 
predict. But I will say this: that developments in the scientific world affecting 
the production of energy are something that we will always keep in touch 
with; and if it becomes a practical matter, we will have to deal with atomic 
energy just the same as we deal with diesel engines now. There is a constant 
stage of evolution, and there is no place where such developments are more. 
apparent than in the transportation field, because energy is one of our most. 
important factors. 


Mr. PoutioT: I take it that if atomic energy proves to be practical, you. 
will abandon all the diesel locomotives? ; 


Mr. Gorpon: It will depend on the economics of the situation; but what. 
we have to think about here is the cost involved in scrapping existing equipment, 
and what savings could be made. I think that we are much too far away from. 
the practical appreciation of the costs involved to form any intelligent judg-- 
ment about the matter yet. 
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Mr. PouuioT: Well, do you consider it to be possible? 
; Mr. Gorpon: I do not rule out the possibility. I do not rule out anything 
_ as being impossible. 

Mr. PouLiotT: You cannot say then that it is impossible? 

Mr. Gorpon: No, I cannot. ! 

The CHAIRMAN: Carried. 

“Condition of the Property”; paragraph 23, on page 15. Are there any 
questions? 

Mr. McLureE: I would like to ask one question on paragraph 21. 

The CHAIRMAN: Very well. 


Mr. McLure: I see there an item mentioned in which the hon. minister 
and myself are always interested; I refer to refrigerator cars. Are we going 
to have an experimental installation in the near future of these refrigerator 
cars? 

Hon. Mr. CHEVRIER: Yes. 


Mr. McLureE: Well, I do not think there is any better place to make that 
_ experimental installation than right down in Prince Edward Island, because 
we always have that problem with us there, with respect to refrigerator cars. 
_ I think the hon. minister will bear me out in that. 


Hon. Mr. CHEVRIER: You have a problem, yes. 


Mr. Gorpon: As regards testing, from the standpoint of making a practical 
experimental test, the question of where these tests are made is relatively un- 
_ important. The real question is, after testing them, where do we put them into 
_ service? We could test them right at Montreal probably more effectively, 
_ because we have the staff there and the necessary equipment and so on to 
_ perform the test. But if it is a success, I would agree with you that it would 
_ be of considerable interest to Prince Edwart Island. 


Mr. McLure: Then IJ shall change my question to the second one. 

s The CHAIRMAN: Are there any further questions? If not, “Condition of 
_ the Property”, 23, on page 15. 

q Mr. KNIGHT: I have a question which relates to paragraphs 24 and 25. 
The CHAIRMAN: Very well. We will call it paragraphs 23, 24, 25, and 26. 


Mr. Knicut: Mr. Wright, the member for Melfort, asked me to bring up 
_ this question, as he has been receiving complaints continuously about the state 
_ of the equipment on what is commonly called the Prince Albert Division. I 
_ too am interested in that part of the country, Saskatoon, Prince Albert, and 
_ Melfort. I think it is what they call the P. A. Division. At any rate, the Board 
of Trade has been making some recommendations either to the government or to 
_ the railroad; and I think they have received some assurance that when new 
_ equipment becomes available—and I think this applies to passenger equipment 
_ as well as to freight cars—they would get some of it. Might I ask to what extent 
_ they have been furnished with such equipment now, and if not, what are 
_ the plans for getting further supplies? 

3 Mr. Gordon: That question you will find answered in the budget, if it is 
passenger equipment that you refer to. 

Mr. KNIGHT: Partly, at least. 


; Mr. GorDoN: There is no question about it but that we have a large 
_ amount of passenger equipment that is not in good shape. There is a back- 
_ log which is now being approached in our budget which is coming before you 
today, where you will find very substantial sums of money for the provision 
_ of passenger equipment. Apart from the roomette cars which went into service 
_ a year or so ago, some 20 of them, there has been no new passenger equipment 
_ going into this railway for at least 10 or 12 years. 
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Mr. DINGLE: Outside of some fe 


Mr. Gorpdon: 1942 was about the last time that any coaches went into 
service, and then only 25 at that time; so there certainly is a backlog of 
need, and we are attempting to meet it through these recommendations. And 
if see recommendations are approved and in due course are voted on in 
the House of Commons as far as the money to be spent is concerned, the 
time lag in all that equipment is pretty extreme; it will run into a question 
of years before we can get new equipment manufactured and placed in service. 
In the meantime, of course, there is more and more equipment getting into 
bad shape, and we just have to spread it out as best we can. 

Now, ‘with respect to the question of freight equipment, again it is 
true that quite a lot of our equipment was not in good shape. So we put 
on a special drive a couple of years ago to catch up on our bad order situation 
and we have been successful in substantially reducing the percentage of 
bad order cars from about 8 per cent to about 3 per cent. The program 
involved considerable money and considerable effort. 

Mr. KnicHT: I presume that the president is talking in a general way 
of the whole road; but these people think that they perhaps have a particular 
claim because they think that their division is in particularly bad shape in 
comparison with a good many other divisions; moreover, they think that 
their line is a branch which is fairly profitable to the railroad as a whole. 


Mr. Gorpon: As a general thing, each section of the country thinks that 
its section is a special section. 


Mr. KNIGHT: I make no apologies when asking about this particular 
branch line on behalf of my friend, because it is one in which he is most 
interested. I wonder if the president would care to comment on this question: 
how does he compare, from the point of view of profit, this branch line with 
other divisions? 


Mr. Gorpon: Which line are you referring to? 


Mr. KNIGHT: I think it is known as the Prince Albert Division, and it 
runs between Saskatoon, Melfort, and Prince Albert. 


Mr. GorDon: We could not. I could not give you at this time any break- 
down. I think this was discussed yesterday. We do not keep our accounts 
in such a way that we can make an analysis of a particular division of that 
type. It is true that we do it in specific cases when we are considering the 
abandonment of a line; but that calls for a specific examination. 


Mr. KNIGHT: You could not give me the earnings of this Prince Albert 
division? 

Mr. Gorpon: Not on a basis that would be intelligible. But I do not 
recall any specific complaint with respect to this division. Do you recall 
any, Mr. Dingle? I was asking Mr. Dingle, the vice-president of operations, 
and he tells me that he has not heard of any specific complaints with respect 
to the Prince Albert division. But as we get deliveries of new equipment, 
each division will be treated in as fair a way as possible in relation to the 
available supply. 


Mr. KnicHT: I have a letter before me addressed to Mr. Percy Wright 
who represents that division, from the Minister of Transport; and I also have 
a letter from the Melfort Board of Trade in which they say: 


The Melfort Board of Trade have been agitating for an improvement 
in running equipment on the Melfort-Saskatoon, and Melfort-Prince 
Albert lines of the C.N.R. The question is: still under consideration 
with the promise, that when new equipment is available, improvements 
will be made. : 
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- That would indicate, I ee that some communication had gone forward 
either to the railroad or to the government. . 

: Hon. Mr. CHEvRIER: What happens in a case like that is: that I get the 
letter from either a member or from a Board of Trade, and I send it over 

_ for comment to the Canadian National Railways, who in turn request informa-_ 
tion from the regional superintendent of that area; so that the reply which 
you gave us is a reply which was made by the officers of the railway. I think 
that matters such as this should be handled in that fashion. 

Mr. KNIGHT: We have been told that this division is one of the best 
__+-revenue earners in the province, but we cannot get anything concrete along 
these lines. But at least, Mr. Chairman, I have raised the matter and I 
have brought it to the attention of the president. The claim is that their 
passenger equipment is particularly poor. 

Hon. Mr. CHEVRIER: It has been brought to the attention of the management 
by yourself as well as by myself. 

a Mr. KNIGHT: They feel that this line justifies somewhat better accom- 
modation. 

| The CHAIRMAN: Paragraph 27, ‘Terminal Facilities.” 

ee Mr. PouULIoT: What can you tell us about the roomette cars on the Ocean 
_.. Limited? Where do they operate? — | 

‘E Mr. DINGLE: Roughly, they operate from Montreal to the Lake St. 
_ John territory, from Montreal to Campbellton and Halifax, through from 
Montreal to Toronto, Niagara Falls and Chicago, and in Western Canada. 

Mr. PouuiotT: Thank you. 

Mr. FOLLWELL: Under paragraph 23 I would like to bring to the attention 
of the officials the very rough condition of the road bed between Brockville and 
& Kingston. 

a Hon. Mr. CHEVRIER: Would you mind extending that down to Cornwall too? 
Mr. FOLLWELL: Yes, I will. 


Mr. FRASER: I think he should extend it right through ie Toronto because 
there was a passenger on the Flyer yesterday, and he could not even write. 


The CHAIRMAN: In the spring time you can expect that right across Canada. 


Mr. Gorpon: I have heard these complaints, and you will find in the budget 
the sort of expenditures we are recommending to fix up these particular parts 
of rough riding line. People seem to forget that any form of movement means 
_ vibration, and means some discomfort; and that there is no form of transporta- 
_. tion that I know of which does not give you discomfort in one form or another. 
_ If you drive your car in the spring, you will find yourself jolted a good deal 
- more than when the frost is coming out of the ground; or if you are on a ship 

and you run into a storm you get tossed around, you know that these things are 
normal, and that they are not unusual. So there will be situations, seasonal 
_ though they may be, when no matter how good the road bed may be, we will 
get a rough ride. Movement does mean vibration. And I think that the program 
which you will find in the budget, which we have for ballasting will indicate 
_to you, when you come to it, that we are pressing as hard as we feel we can, 

the question of improving particular stretches within the limits of the money 
available to us, as well as the labour and the materials. 


The CHAIRMAN: Paragraphs 27, 28 and 29 pe ounel Facilities”. Are there 
any questions? 


Mr. FRASER: Have you also considered the riding qualities of your coaches? 


Mr. Gorpon: Yes, and I think you will find there has been very considerable 
_ improvement in the riding quality of our coaches within the last 10 to 20 years 
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and when you consider the improvements in roller bearings, gears, and so on, 
you will find there has been a tremendous technological improvement in that 
respect. 


Mr. Fraser: I refer to the “Chief” which runs from Chicago to Los Angeles; 
you can ride in the “Chief”? without any motion hardly at all. 


Mr. Gorpon: You must remember that we have equipment which we are 
running now which is 40 to 50 years old; and you must realize that we take 
this equipment into our shops and we do the best we can with it; but starting 
out with old equipment, you are faced with the fact yet you have to accept 
it. 

Mr. FRASER: I understand it is the indents which has got to be 
doctored up? 


Mr. GorDon: In most cases, yes. 
The CHAIRMAN: Paragraphs 27 to 29. 


Mr. PouLiotT: Would you please tell me when you are going to answer my | 
' question about the 56 pound rails in eastern Canada? 


Mr. DINGLE: The answer is being typed, and I expect to present it to you 
this afternoon. 


Mr. Gorpon: The question of the weight of rail is not the deciding factor 
as to whether or not the ride is a good one or a bad one, or whether or not it is 
an easy riding train. It depends on the sort of Boaiede and so forth that you 
operate; and it may be in some cases that a road bed of 56 pounds may do a 
better job than one of 120 or 130. You cannot judge it from that. 


Mr. PoutiotT: You must realize that the base of the larger weights, the 120 
and 132 pounds is wider, and besides that, in our part of the country we use 
cedar ties, while in other parts of the country they use hard wood ties; and you 
must realize that they also have steel plates between the ties and the rail, which 
makes a great difference; moreover, the base of the 56 pound rail is smaller 
and narrower than that of the 120 or 132 pound rail, and it cuts the tie by 
vibration. 


: Mr. Gorpon: That atl depend on the weight of equipment that we run 
over it. 


Mr. PouLiotT: And in addition, it may open the switch and cause an acci- 
dent. You must realize that I am not an expert in these matters. 


Mr. Gorpon: I think you have explained them very well. 

Mr. Poutiot: I took the trouble to get some information in order to discuss 
it properly with you. 

Mr. Gorpon: Yes. Thank you. 


Mr. GILLIS: Before we leave ‘“‘Terminal Facilities” I would like to ask Mr. 
Gordon about the policy of the Canadian National Railways now with regard 
to the use of the Portland, Maine, terminal for the shipment of grain and so 
on. I remember 4 years ago there was quite a controversy on the matter here, 
and Halifax in particular was afraid of that policy, that she was going to lose 
a lot of business. Might I ask to what extent you are using the Portland, Maine, 
facilities now? 


Mr. GorDon: During the last year I went down to Portland, Maine, myself 
to take a look at it. We have had considerable discussion as to what our future 
_policy should be concerning Portland, Maine; and all I can say at this point 
is that there is a difference of opinion within our own organization which I 
have not yet had time really to settle down and resolve. The matter is before 
the management and at the moment I am not prepared to say what our. 
attitude should be. I would first have to analyse the situation and familiarize 
myself with it, and I have begun to do so to the extent of having made a trip 
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down to Portland where I have seen the physical facts of the situation; and 
if I can find time some day I shall sit down and go to work on it. I can say 
to you at this time that there is difference of opinion in our own organization, 
which difference of opinion I shall have to resolve. ; 

Hon. Mr. CHEvRIER: In so far as Portland is concerned, I might say that the 
Transport Controller has received no requests from the Canadian Wheat Board 
to ship wheat through Portland. And then I know too that our shipments of 
wheat via United States ports have decreased considerably over the last period 
—1941 to 1945. There used to be a considerable amount of Canadian wheat 
going through American ports, and as a matter of fact the reduction in that 
amount has been the cause to some extent for the delays at the head of the 
lakes during the last crop year. 

Mr. GIuuis: The reason I asked that question is as you will remember 
that there was a pretty live session two or three years ago and then this thing 
seemed to just sort of simmer off. I was interested in finding out if the C.N.R. 
had changed its policy; they seemed to be very much in favour of it then. 

Hon. Mr. CHEVRIER: It was a question of rates at that time, I think. 

The CHAIRMAN: The economic environment; page 17, paragraphs 1 to 8. 


Mr. Dumas: I would like to ask a question of Mr. Gordon about the branch 
line to Barraute. Has there been any request made by the Howard Smith 
Paper Mills or any othér pulp and paper company to extend that line on to 
Barvue or Bell River onto Kiask Falls? 


The CHAIRMAN: I think that would come under new branch lines, Mr. 
Dumas. If we might just carry economic environment, paragraphs 1 to 8: 


Carried. 


The CHAIRMAN: Now, new branch lines: 


Mr. Dumas: Excuse me, Mr. Chairman, under paragraph 8 there is 
reference to the spur line from the trans-continental line near Barraute to the 
properties of the Barvue Mines Limited. 


The CHAIRMAN: You are right, that refers to spur lines. 
Mr. Dumas: Yes. The Canadian National is building or has built a spur 


| line of 4-8 miles from the former trans-continental line near Barraute to the 


properties of the Barvue Mines Limited. 
_ Mr. Gorpon: Where did you say that line was? 


Mr. Dumas: From the former National trans-continental line near Barraute 
into the Barvue Mines property. 

Mr. Gorpon: Yes. 

Mr. Dumas: Was the cost of that spur line entirely paid by the Barvue 
Mines Limited? 

Mr. Gorpon: We made an agreement with them—as I remember the 
discussion on it—we made an agreement which was generally speaking on 
the basis that they would assume responsibility for the cost of line over and 
above the extent to which traffic in our view justified the cost. 


Mr. Dumas; Has any provision been made for extending the line on to 
Bell River, for acquiring the right of way between the Barvue Mines property 


- and Bell River? 


Mr. Gorpon: I don’t recall if there was—do you remember that 
Mr. Dingle? I don’t believe there was. - 

Mr. Dumas: I wonder if you could tell also whether any negotiations 
were entered into with respect to acquiring a right of way in range 7 in the 
township of Barraute for the purpose of extending that right of way. 
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Mr. Gorpon: I would have to take that up as a question to be answered 
later on. Your question was as to, what range? 

Mr: Dumas: My question was have there been any negotiations entered 
into with Mr. Therrien in respect to acquiring a right of way through range 
7 in the township of Barraute for the purpose of acquiring land required for 
the right of way. 

The CHAIRMAN: The answer to that question will be printed as an appendix, 
Mr. Dumas. 

Mr. DuMaAs: I would like to have that. 

The CHAIRMAN: Now, new branch lines—paragraphs 9 to 11. 

Mr. FRASER: Under that section, Mr. Chairman, I would like to ask Mr. 
Gordon what is meant by the future growth of this section, in consideration of 
the financial considerations involved. ; 

Mr. GoRDON: What paragraph is that? 

Mr. FRASER: The last paragraph of that section on new branch lines. 

Mr. GoRDON: You mean the Peet line? 

Mr. FRASER: Yes. 

Mr. Gorpon: That is the same general thing as we do as a matter of policy 
in any of these extensions, and that is we have the aluminum company request- 
ing a branch line built in there; we have to figure out with them what we 
can see in the form of traffic, they have undertaken to provide that traffic 
up to a minimum, indicating an amount that Will be forthcoming, and if it is 
not forthcoming they will reimburse us. 

Mr. FRASER: They reimburse you? 

Mr. Gorpon: In other words, they guarantee that there will be a minimum 
amount of traffic available to the line over a period of years; if that fails to 
materialize then under a formula which we have worked out, they. will 
reimburse us for the difference. 

Mr. FRASER: You figured out what you expect your overhead would be for 
the 10-year period? 

Mr. Gorpon: That is right, what it works out at. 

The CHAIRMAN: I should call your attention to the fact that there will be 
legislation on this point. 

Hon. Mr. CHEVRIER: It is on the order paper now. 

_ The CHAIRMAN: And perhaps it would be wise to wait until then. 

Mr. FRASER: We might not get all the information we need. 

The CHAIRMAN: Oh yes. 

Mr. Dumas: Mr. Chairman, I would like to ask a question, if it is in order, 
regarding the extension of the line from Barraute to the Barvue mines, the 
extension of that spur line further east. Has there been a request by the 
Howard Smith or any other pulp and paper company for carrying the extension 
of that line on to the Bell River? 

Mr. GorRDON: You mean, recently? 

Mr. DuMas: Well, within the last year. 

Mr. Gordon: Not that I recall. 

Mr. Dumas: I refer to the extension of that line east to Bell River. 

Hon. Mr. CHEVRIER: Is that the same line? 

Mr. DuMAs: Yes, it is the same line. 

Hon. Mr. CHEVRIER: And that goes from the old National Trans-Continental 
main line into the Barvue mines. 


Mr. Dumas: Yes. 
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. Hon. Mr. CHEVRIER: Parliament Pynitaced the building of that line from 
_ Barraute into the Barvue mines and further east, in all it was to run some 
_ 35 miles, as I recall it, and the Canadian National are the people who have 
. been appointed to build it. What you want to know now is whether there have 
_ been any requests for the building of that line further east? 

Mr. DUMAS: Yes. 

Hon. Mr. CHEVRIER: I am not aware of any. The Howard Smith people 
did support the original application, but so far as I am aware there have been 
no further requests from any of the pulp and paper companies for an emension of 
that line. 

The CHAIRMAN: Are there any further questions on this section? 
| Mr. KNIGHT: Under new branch lines I would like to ask Mr. Gordon 
_+what progress has been made on the Lynn Lake extension to which reference 
was made. . 

Mr. GORDON: That is pretty well covered in the report. 

The CHAIRMAN: If you will read paragraph 10, Mr. Knight. 

Mr. KNIGHT: Especially in regard to the last three lines of paragraph 10: 

“under an agreement with the Sherritt-Gordon Mines Limited, the objective is 
to have the line ready for service by October 1953”; does the progress made 
up to date justify the production, or the early production: and, will the line 
be ready? 

Mr. GORDON: We hope the contractor will be able to meet that date. I have 
had a recent discussion with him, and while he got away to a slow start recent 
developments are very satisfactory and we have every confidence that he 
will meet that date. 

The CHAIRMAN: Other transportation developments—paragraphs 12 to 14: 

Mr. Carter: Mr. Chairman, I wonder if the minister or Mr. Gordon could 
_ give me any information as to the progress on the new ferry for service between 
_- Port au Basque and North Sydney? 
if Hon. Mr. CHEVRIER: Well, the contract for the ferry has been given to 
dl Canadian Vickers, and they are proceeding on schedule with the production of 
it. Meanwhile, the terminals are being constructed. Contract has been let for 
_ the terminal at north Sydney and for the terminal at Port au Basque. The north 
BSc dney terminal is almost completed—that is entirely completed, so I am 
informed—and the Port au Basque one lags behind the other. The object is to 
complete the terminals and the ferry at the same time so that all three can be 
_ put into operation at once. 

Mr. CARTER: I was wondering if the keel of the ferry had been laid yet? 
Hon. Mr. CHEvrRIER: Not yet. 


4 Mr. Carter: Mr. Chairman, I believe there is a similar type of ferry running 
_ between Tormentine and Prince Edward Island. 

Hon. Mr. CHEvRIER: It is not the same kind of a ferry because it is a longer 
_ crossing, but it is built for the carrying of freight cars and passengers—I am 
_ informed that it does not carry freight cars— 

4g Mr. GILLis: Mr. Gordon, might I ask you in connection with that Canso 
- causeway if you have anything in the budget for the terminals at Mulgrave? 

. Mr. Gorpon: Yes, I believe we have. 

The CHAIRMAN: We will come to that in the budget. 

Mr. GILuis: Might I ask the minister if any contract has been let for that 
4 project as yet, or if you have any applications? 

; Hon. Mr. CHEvRIER: No, they have not been let but tenders have been 
- advertised for and the date of expiry I believe is the 3rd of May; no, it is the 
_ 18th of May. 
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_ Mr. GILuis: Have you had any applications for it? 

Hon. Mr. CHEVRIER: There have been many applications for ite lam 
pleased to say that there are a very large number of contractors exceedingly 
interested, at least from the demands which they have made for tender forms. 
I am now informed that there are 34 such contractors making application. 

Mr. Gruuis: And the closing date for receiving tenders is May 3? 

Hon. Mr. CHEVRIER: No, May 13. 

Mr. GILuis: That it should be under way by June 15? 

Mr. Gorpon: If I may reply to your direct question as to the construction — 
of the approaches leading up to the causeway, contracts on this account have not 
been entered into, but at the rate at which our surveys are going ahead it is 
expected that we will be ready to call for tenders for this grade late in 1952 so 
that the whole thing may be completed by December of 1954. 

Mr. Giuuis: Thank you very much. 


Mr. McLure: Will there be any difference in the freight rate when the 
causeway comes into operation? 


Mr. Gorpon: It will not affect the freight rate as far as I know. 

Mr. McLure: I thought that when the ferry was taken over and the cause- 
way came into operation there would be a lower freight rate. 

Mr. Gorpon: It is not intended to affect the freight rate. 

Mr. GILLIs: Will it be a toll crossing? 

Hon. Mr. CHEVRIER: That will be a matter for the provincial sevcramedt to 
determine, but it is my understanding that it would not. 

Mr. Mott: I would like to ask Mr. Gordon if there have been any negotia- 
tion with the provincial government acting with the Canadian National Rail= 
ways for a branch north there on across Lillooet. 

Mr. Gorpon: Negotiation? In what way? 


Mr. Mott: I mean in connection with the Canadian National Railways 
carrying it out. 


Mr. Gorpon: The connection with Prince SIT of course, has been 
worked out. 


Mr. Mott: Not that one, I mean the OiRee one, going from Squamish north- 
ward, on the P. G. E. - 


Mr. Gorpon: No, we are carrying on no discussion on that. 
The CHAIRMAN: Are there any further questions? 


‘Mr. FOLLWELL: I notice under paragraph 13 it says: ‘“‘the new ferry will be 
of a special design, and will employ a type of portable freight container, adapt- 
able for use on Newfoundland railway equipment, which will not only speed up 
freight handling but reduce loss and damage resulting from transhipment 
between boat and rail.” I am wondering if you will explain that ‘“‘portable 
freight container’’? 


Mr. Gordon: Yes. As you remember the Newfoundland railway is a 
narrow gauge. 


Mire MouLWELIZ 42 Y es; 


Mr. GorDON: We have especially designed the ferry to make a special 
recognition of that fact and we will switch a load from the main line on to 
a special type of container which will be in fact a box car which can be lifted 
right off the ferry and put on to the narrow gauge railway car without unload- 
ing and rehandling. We believe that we have struck a device there which will 
reduce very much the loading and handling costs and will speed up the service. 
But its purpose is to recognize the difference between standard and narrow 
gauge operation such as we have on the Newfoundland railway. . 
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Mr. FOLLWELL: I was just interested to see why this refers to a new type 
of container guaranteed to save handling costs. 


Mr. Gorpon: That is built especially for Newfoundland. 


. The CHAIRMAN: The St. Lawrence seaway project; paragraphs 15 and 16. 
Shall they carry? 


Carried. 


The competitive framework, paragraphs 17 to 22 inclusive. 


Mr. Carter: Mr. Helme, the member for Prince Albert who is unavoidably 
absent today, has asked me to ask a question on his behalf. The first question is 
to Mr. Gordon: would the proposed new low rates, or agreed charges, on 
petroleum products in western Canada show any substantial financial gain to 


the railways? 


Mr. Gorpon: Well, yes. Before we could put in an agreed charge, we have 
to demonstrate before the Board of Transport that it is compensatory rate; that 


_- is, that we will make some money out of it. We cannot put in an agreed charge, 


a base rate, which will not give us back our dollar so to speak and something 
over. 


Mr. Carter: And the second question is: would the proposed new low 
rates be available to all companies, large and small? 


Mr. Gorpon: Only the ones that we have an agreed charge with. 
Mr. CARTER: Oh, I see; yes. 

The CHAIRMAN: Highway competition: 

Mr. Carter: Just one more question, Mr. Chairman; if I may. 


Mr. Gorpon: I suppose I should add to what I have said that while these 
rates are restricted to companies with whom we have made arrangements, they 
are also open to any company who makes an application before the Board of 
Transport asking that they should be made applicable to them in the same 
shape. I think that is what he is after. 


Mr. Carter: The third question is: could the minister say if representa- 
tions from the trucking industry will be heard by the Board of Transport 
Commissioners? 


Hon. Mr. CHEvrier: The answer to that is, no; and I think the reason for 
it is that the trucking industry requested that the Transport Act be amended — 
to include them in the definition carriers; and we gave it careful consideration 
and decided against it because to have decided favourably would have been, I 
think, an infringement to a large extent on provincial rights; and then, decide 
the question recommended by the Royal Commission on Transportation. 


Mr. FuLton: May I ask the minister a question on that point? I under- 
stood you to say that you had already made a decision. 


Hon. Mr. CHEVRIER: Yes. 


Mr. Futon: Is that decision only in so far as trucking within the province 
is concerned, or does it extend— 

Hon. Mr. CHEVRIER: I think that you have misunderstood me, or possibly 
I did not make myself clear with reference to the decision. I said that we had 
not made a decision on the question of trucks. What we did make a decision on 
was the request of the truckers of Saskatchewan to be included under the defini- 
tion “carriers” in the Transport Act; and we decided that to decide that question 
in the affirmative would be to Hecide the larger question of taking over trucking 
internationally and interprovincially. 

Mr. Knicut: On a point of order, Mr. Chairman; are we now on highway 
competition? 
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The CHAIRMAN: We are at “the competitive framework” and just happened | 
to spill over into “highway competition”; both of these headings might be taken 


together; so, go ahead with your question. : ys 
Hon. Mr. CHEvrIER: The only thing that we decided was the question 
having to do with including them in the definition. 


Mr. FULTON: You have not reached any decision yet as to whether or not 
trucking in the interprovincial and international field should or should not be 
included under the jurisdiction of the Board of Transport Commissioners? 


Hon. Mr. CHEVRIER: We haven’t concluded it. 

Mr. FULTON: You have not concluded it? 

Hon. Mr. CHEVRIER: No. 

The CHAIRMAN: Mr. Knight. 

Mr. KNIGHT: Just one other question: Is there at the present time an 
application from the carriers, or the Automotive Association, before you for 
consideration on that point? 

Hon. Mr. CHEvRIER: No, not that I am aware of. The only request they 
made was to have the Transport Act amended to include them as carriers so 
they could make representations to the Board of Transport Commissioners. 


Mr. FULTON: That is, there was just the one specific application from the 
province of Saskatchewan? 


Hon. Mr. CHEvRIER: No, that was from a dominion-wide body.. 


Mr. FULTON: That is the point I am making. Perhaps I have misunder- 
stood. I thought from the answer the minister gave earlier, I understood the 
question to include trucking generally, both in the interprovincial and the 
international field, coming within the jurisdiction of the Board of Transport 
Commissioners—that that point had not been decided. 


Hon. Mr. CHEvriER: That is right, perhaps I should have said that. How- 
ever, representations were made by both at a later date to the government; 
I mean, representations were made by the Canadian Automotive people, with 
particular representation by that organization from Saskatchewan; and they 
requested that an amendment be made in the definition of carrier, that it be 
changed to include them. All of this has to do with agreed charges. 


The CHAIRMAN: Mr. Knight. 

Mr. KnicutT: Mr. Chairman, I thought that would come up under para- 
graph. 23. . 

The CHAIRMAN: I think the committee might take paragraphs 17 to 30 
inclusive in one group, and they are now open for discussion. 


Mr. KNIGHT: Well then, I can say now that that agreement in western 
Canada, particularly in Saskatchewan—the agreement between the railroad 
and Imperial Oil—has caused a good deal of concern to the trucking people. 
A great many of these men are in business in a small way, with one truck or 
two; they are veterans usually, and in most cases the trucks were purchased 
out of their grants; and I am concerned about the effect of that agreement on 
that trucking industry, if we might consider that; and I think it is going to be 
an increasing, a terrifically difficult problem. I endorse this paragraph in the 
centre of section 24 which says: “In this connection the most promising field 
is to be found in providing supplementary or substitute services on the highway 
co-incident with the curtailment of rail operations on branch lines where, as 
a permanent condition, traffic revenues fall short of meeting direct costs. In 
general the policy of the management is to employ road transport as an adjunct 
to basic rail services. Wholesale and indiscriminate entry into bus and truck 
operations is not contemplated.” I was going to ask Mr. Gordon, first of all, 
to what extent the railroad itself is indulging or participating in the trucking 
business. . 
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‘Mr. Gorpon: You would like to have an outline of the points at which we 


_ operate trucks and buses? 


Mr. KNIGHT: Well, largely to what extent is what I had thought rather 


_ than the localities. 


Mr. Gorpon: I think that I can answer that by saying, not to a great 


extent. I can give you the details here if.you want, as to where we are operat- 


ing. We have in operation in the Atlantic region the Mackenzie Coach Lines 


_ which connects up St. Stephen, St. John, Halifax and Spring Hill. That covers 
six buses. Then we have another service, which covers 12 trucks. Then, in the 
central region, at the lake head, Fort William, we have four buses in passenger 
_ service; and we have at various points around here in Ontario other services, 
- mostly where other services are not available such as in northern Ontario. 


We have 5 trucks, 2 semi-trailers and 2 trailers; that is, covering L.C.L. freight. 


q On the Niagara, St. Catherine and Toronto railway we have in passenger 
- service 68 buses which service Niagara Falls and St. Catherines city. Then 


we have a small service of trucks and trailers running between Belleville and 
Picton. Then we have another service at Oshawa City where there are 29 


- buses in service; and then at various other points we carry L.C.L. freight, and 


have 20 trucks in that service. We operate in total mileage of bus operation, 
1,126 miles; 779 miles of L.C.L. and 491 miles of express, and 310 miles of 
express and L.C.L. combined with express. 

Mr. PouuioT: Then, Mr. Gordon, your Mackenzie Coach Line would be 
an international operation, would it not? 

Mr. Gorpon: No, we operate the line from St. Stephen and the Maine 
Central Railway takes over the operation from there. 

Mr. PouuiotT: That is between St. Stephen and Sydney? 

Mr. GORDON: That goes between Glace Bay and et Stephen and also 
operates to Springhill. 

Mr. POULIOT: But it does not go further on to Boston? 

Mr. GORDON: No, not under our operation. We stop operation at the border 
and the Maine Central Railway takes over the operation from there on. We 
only operate in Canadian territory. 

Mr. PovuLiotT: Do you not operate any bus lines in the province of Quebec? 

Mr. Gorpon: No, I do not think we have any in Quebec—yes, we have one 
truck service having to do with air express which operates between Montreal 
and Dorval. That is all we have. 

Mr. Poutiot: And then, Mr. Gordon, have you any interprovincial buses, 
or direct lines? 

Mr. Gorpon: No, we would not have any interprovincial at this time— 
with the exception of the Mackenzie Bus Line which runs across three prov- 
inces; yes, there is the Mackenzie Bus Line, they are the only ones, and they go 
through Nova Scotia and New Brunswick. _ 

Mr. KNIGHT: Just one general question regarding this point. Would it be 
correct to say that the trucking business, the trucking industry is affecting 
railroad business? 

Mr. GORDON: Very definitely, yes. 


Mr. KNIGHT: And that would be a oie that is more likely to increase 
the railroad’s difficulties? 


Mr. Gorpon: That is correct. 


Mr. KnicHT: I have some few observations relative to what happened in 
Britain in this particular regard. Here one hears that your railroad is putting 


. out of business a great many truckers, particularly with regard to long hauling. 


In Britain the reverse is true, that trucks are not putting the railroads out of 
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business and they are looking forward to going further. I was wondering if 
you would care to comment on the need for some sort of overall transportation 
policy in this country that would co-ordinate these services for the good of the 
public and preserve the rights of the truckers as well as of the railroads. In 
the Old Country they can take a trip by railroad and you can come home by 
bus if you wish to. I would like to have your comment, if you don’t mind. 

Mr. GorDON: I think this matter was pretty well dealt with before the 
Royal Commission on Transportation. It is a pretty big subject. 

Hon. Mr. CHEVRIER: I was going to say this, that more co-ordination is cer- 
tainly a desirable thing. Highway transportation does not come under the 
jurisdiction of the federal government, arid the only thing that does come under 
the jurisdiction of the federal government is interprovincial and international 
traffic. In England you haven’t got that position at all, it is all under one gov- 
ernment; whereas, in Canada it is sometimes under a number of governments. 

Mr. KNIGHT: I quite realize that. What I am wondering is if it would not 
be better if somehow the federal government had complete jurisdiction over the 
general picture; otherwise—I mean, is there any other solution to the problem? 
Is there an alternative solution? 


Hon. Mr. CHEVRIER: We did try a solution in 1935—in 1938 I am told— 
when the then Minister of Transport introduced a bill in the Senate which later 
had to be withdrawn by which he attempted to control international and inter- 
provincial traffic. The provinces raised such serious objections through their 
Ministers of Highways—and the trucking industry as well—that I am informed 
that the minister decided to withdraw the bill. Now the royal commission has 
recommended exactly what was done then, which was simply an amendment to 
the Transport Act; and, until we have had an opportunity of studying that 
recommendation, which we haven’t yet, I do not think it is possible to make a 
decision on it. I think the truckers are willing to be placed under the super- 
vision of the Board of Transport Commissioners and I think there should be 
some basis of agreement between the railroads and the truckers; and certainly, 
they don’t want to put them out of business. The question is not whether they 
will be put out of business. 


Mr. KNIGHT: I know one or two who have gone out of business now. 


‘Hon. Mr. CHEvRIER: I do not know why they have gone out of business 
because nothing has been done which would put the truckers out of business. 
As a matter of fact, the Board of Transport Commissioners who have to decide 
the case, when the railway made its application for the agreed charges to be put 
into effect—that is when representations were made to us and it was decided to 
fix a date for the hearing of this case at Regina; and the Transport Act clearly 
states that any party feeling himself aggrieved, either a shipper or a carrier, 
may make representations against the approval of an application for an agreed 
charge. And the Transport Act further sets out that an agreed charge—the 
effect which the making of that agreed charge, or the fixing of the charge, is 
likely to have or has had on any revenue of the carrier—and so on; and it must 
be able to satisfy the transport commission as Mr. Gordon has said, that the 
rate will be compensatory. I do not know what the position in Saskatchewan 
is but I would not attempt to comment on it. All I can say is that we did not 
know of any of these people having been put out of business, more particularly 
because the case has not even been heard. 


Mr. Gordon: I would like to make this comment; from the standpoint of 
the railway versus commercial trucking the dice is loaded against the railway 
right from the start. 


Mr. FULTON: Mr. Chairman, I would like to add something to this dis- 
cussion. I have before me an issue of the Motor Carrier, a magazine published . 
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in British Columbia, by the Columbia Trailer Company Limited. This was 
- sent to me by the publisher because in an interview I had had with him I 


expressed interest in the matter previously. It was sent down to me last session 
but it was too late to be used in the committee last year. But it contains an 
editorial, which I think is very interesting, written by a prominent member 
of the Canadian Automotive Transport Association to the provincial body. His 
letter makes a very complimentary reference about a statement made by Mr. 
Jefferson, traffic vice president of the Canadian Pacific Railway, and also a 
statement made by Mr. Gordon, commenting on their efforts to end the bitter- 
ness which had arisen between the trucking interests and the railways; and 
then he goes on to review the history of some of this controversy; and it ends 
up in this way: | 

But in the ensuing furor of brickbats hurled from the newly-opened 
public relations office of the CATA, relations were soon ruptured. Rail- 
way entry into the motor transport field was fought. Railway-owned 
truck lines, through their provincial organizations, were barred from 
participation in CATA affairs. Federal control of international and inter- 
provincial transportation, long sought by the railways and recently 
recommended by the Royal Commission on Transportation, was fought, 
and is still being fought, with ‘every resource’ at the CATA’s command. 

In such an atmosphere, harmony between rail and highway interests 
serving Canada was short lived. Except on the west coast, where railway 
and truck brass still tackle mutual problems in a spirit of friendly 
competition and rail-owned truck lines are welcomed on the membership 
rolls of the Automotive Transport Association of B.C., both sides retired 
to their arsenals to grind out fresh news releases damning their com- 

- petitors. , 

Now, climaxing long years of monotonous rabble-rousing by both 
forms of transportation, Canada’s transcontinental railways have indi- 
cated a willingness to co-operate with motor transportation interests in 
the solution of this nation’s complex transport problems. 

The interests of the people of Canada transcend the selfish objectives 
of any unit of the transportation system. If the efficient and economical 
movement of men and merchandise can be bettered through mutual 
co-operation, it is the duty of the Canadian Automotive Transportation 
Association to accept the railways’ invitation to assist in the “promotion 
of sound business practices.”’ 


I wrote to the editor of the magazine and said that I was very interested 
in this particular letter and asked if I had his permission to use it as giving 
the view point of his organization at any rate, and he said I could use it; and 
doing so I thought it might contribute perhaps to a more friendly feeling and 
a better understanding of the problem confronting both forms of transportation, 
that they had much more in common than they thought they had in the way 
of conflicting interest. ° 

Hon. Mr. CHEVRIER: I understand that since the date that letter was written 
—it was written in May of 1951, was it not? 

Mr. FULTON: In May of 1951, yes. 

Hon. Mr. CHEVRIER: Yes, May of 1951. I understand that since that was 
written the attitude of the Canadian Automotive Transport Association has 
changed considerably. I do not have any authority for saying this, other than 
what I have been told; namely, that the Automotive Association would now 
be not too unfriendly to the taking over of interprovincial and international 
traffic, or both of them, by the Federal government, 

Mr. FuLTOoN: I am glad the minister said that. I was going to go further 
and say that I think credit must be given to the officials of both railways—Mr. 
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Gordon is entitled to his share—and the Automotive Transport Association and | 


traffic, so far as trucking is concerned, should be placed under the Board of 
Transport Commissioners, I understand that he has not received any reply 
from the B.C. delegation—that is why I wanted to be fair on the position with 
respect to the decision which the minister said had been made recently, that 
they could not accede to the request. | 


Hon. Mr. CHEvrier: There was no decision on that point at all, not on 
the point you are discussing now. 


Mr. FuLToN: I might go back over it again, but if I were to do so I might 
only confuse myself again. ¥ | 


Hon. Mr. CHEvrier: It is under study. 


The CHAIRMAN: Before we leave branch lines, is there anything else 
anybody wants to ask about them? 


Mr. Kwnicut: Mr. Chairman, I would just like to have one last word. 
In view of Mr. Gordon’s statement that he considered that the dice were 
loaded against the railways in this matter, I want to make it perfectly clear 
that I do not want the dice to be loaded against the Canadian National 
Railways. 


Mr. Gorpon: I am glad to learn that. I thought from your views you . 


were of the opposite opinion. 

The CHAIRMAN: Shall that section carry? 

Mr. KnicHtT: Just a minute now. Putting it precisely, I do not want the 
dice necessarily to be loaded: against these individual truckers. And that 


is my reason for Saying that I think in the near future we will have to work 
out some form of co-ordination between these two forms of transportation. 


The CHairnman: Shall the item carry? . 


Mr. Fuuton: Is the minister in a position to say whether we might expect 
some legislation arising out of the consideration which you have given this 
matter? 


Hon. Mr. Cuevrier: If I were to speak again, I would say no. 


Mr. JAMES: I would like to ask Mr. Gordon, or perhaps I should ask the 


minister, whether there has been any development rising out of this truck 
situation— 

Hon. Mr. CuEvrier: That was the item which Mr. James discussed with 
me earlier I think. Is that what you are speaking about, Mr. James? 


Mr. JAMES: Yes, but I don’t want to be misunderstood. 


Hon. Mr. CHevrier: I had forgotten precisely what the matter was but 
I recall that I wrote to Mr. James about it. I would be glad to look into it 
further. 


Mr. FOLLWELL: I would like to ask Mr. Gordon about the trans-Canada 
highway and truck competition which might develop over that. I would just 
like to ask Mr. Gordon if he wishes to comment on the nature of the truck 
and bus competition initiated for the purpose of that operation. 


Mr. Gorpon: Mr. Chairman, I prefer not to answer that question. 

Mr. FOLLWELL: All right, sir. . 

Mr. FRASER: I would like to ask a question on the competitive frame-work. 
Respecting the oil pipe line contemplated between Toronto and Montreal, 
that will not affect the railways at all, will it? Owing to the fact that in 


most cases deliveries have been made by boat. Is that not the situation at 
the present time? 
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Mr. Gorpon: That is my general understanding, that it will have very 


Mr. FRASER: It will not affect you hardly any? 
Mr. Gorpon: No. 


Mr. FRASER: Another question I want to ask comes under paragraph 18, 
mail traffic competition with the air lines. 


Mr. Gorpon: Did you say number 18? 
Mr. FRASER: Yes, number 18. 

Mr. Gordon: On page 18, yes. 

Mr. FRASER: Page 18, paragraph 18. 


Mr. Poutior: That relates to air mail, and that reduced the revenue you 
produce. : 


Mr. FRASER: No, it takes it out of one pocket and puts it into another—or, 


out of both pockets. What effect does that have on the C.N.R. in regard to 


this? 
Mr. GORDON: You mean the competition of the air lines? 
Mr. FRASER: | Yes. 


Mr. Gorpon: It has had a considerable effect on our passenger business. 


Mr. FRASER: I mean, in regards to mail, that is one of the important things 
they have. 


Mr. Gorpon: Well, I do not know how to answer that; the fact is that 
the T.C.A. carries mail that if they were not carrying we would carry. | 


Mr. McLure: Mr. Chairman, I have just one point: has the Canadian 
National Railways acquired by purchase a bus and truck franchise in Prince 
Edward Island? 


Mr. Gordon: We have discussions going on with Prince Edward Island 
now in respect to getting permission to run both buses and trucks, and that 


has been referred by the premier of the province to a special committee for 


discussion. 
Mr. McLure: Yes? 


Mr. Gordon: They have not responded to our specific application which 
has been before them now for some considerable time. 


Mr. McLurE: You had better not quote what he said about the railway 
either. 


Mr. Gorpon: I would not mind quoting him on that any time. 


Mr. McLure: The Canadian National Railways are now operating a truck 
and bus service in Prince Edward Island? 


Mr. Gorpon: A truck service. 
Mr. McLur™: A truck service only? 


Mr. GorDON: Yes, just on L.C.I. and express; but what we are asking for is 
permission to operate both trucks and buses giving them a coordinated railroad 
and bus and truck service which we believe would be a much better service for 
the people of P.E.I. and at the same time reduce our cost. We have undertaken 
too that in the event that weather conditions become difficult, for instance during 
certain portions of the winter, sufficiently so as to interfere with our operations, 
we would restore the train service. We have manifested reasonable patience 
and we are hopeful that before long we will have a decision. As I said, the 
matter has been referred to a special committee of the legislature, as I under- 
stand it—I do not know what the technical term is—oh yes, it has been referred 
to a select standing committee to deal with the matter generally and we are 
expecting to make representation to that committee at an early opportunity. 
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Mr. FOLLWELL: Is that the only place where you intend instituting such a 


joint service? 


Mr. GorDon: No, we have quite a number of places that we have under 
consideration to see whether or not we can make use of this coordinated service. 


Mr. FULTON: I would like to ask a question about accounting. You will 
recall that the royal commission opposed—rather the royal commission recom- 
mended a unified system. I would like to ask you what progress has been made 
recommending the introduction of a uniform system of accounting. 


Hon. Mr. CHEvRIER: May I say, sir, that we amended the Railway Act in the 


last session to cover that point and the Board of Transport Commissioners were 
given instructions to deal with that matter which was recommended by the 
Royal Commission on Transportation. My information is that they have under- 
taken the implementation of that section of the Act; they have taken on one 
accountant some additional staff to deal with that question. 


Mr. FULTON: You mean the Board of Transport Commissioners have? 
Hon. Mr. CHEVRIER: Yes. 


Mr. FULTON: Has it got it down to the point where the railways, either one 
of them, have been asked to make any changes in their system as a result of the 
board’s action? 

Hon. Mr. CHEvrIER: I do not think it has yet. 


Mr. GorDon: We have been invited by the Board of Transport Commission- 
ers to study the problem with them and it has been discussed with both railways, 
but it is only in the discussion stage yet. 

The CHAIRMAN: If there are no further questions on that section we will go 
on to employee relations. 


Mr. FOLLWELL: In regard to pool trains; I presume co-operation continues 
but there will be no change in that situation? . 


Mr. GorpDon: I would not say that. We have as a matter of fact a joint 
committee between the railways which are very carefully studying that problem 
and I am hopeful that we will be able to extend our pool operation. 


Mr. FOLLWELL: One further question the rank and file of the employee to 
not seem anxious to have the C.N.R. eliminated on any of these runs. 


Mr. Gorpon: There is that attitude on the part of both railways. The 
question of prestige particularly is involved, where the employees of each rail- 
way much prefer to have a particular train recognized as being their train. But 
I have gone into the question sufficiently to satisfy myself that economies are 
Possible in some of these pools are such that we cannot justify allowing prestige 
considerations to prevent us from making that saving. It will still be the 
case that there will be employees feeling that they would much rather not be 
contaminated by the other railroad. 

Mr. FOLLWELL: That is right. 

The CHaIRMAN: If there are no further questions shall we carry that 
section? 

Carried. 


The CHAIRMAN: Now, employee relations: 


Mr. KnicHT: Mr. Chairman on employee relations and the efiect of of 
pensions on employees. I have often taken up the case in the House of 
Commons on behalf of employees who are pensioned at the rate of $25.8 
month. I am very glad to notice this line in paragraph 40: “a revision and 
improvement of the Canadian National pension plan has been made effective 
as from January 1, 1952.” I admit that I am glad of it. That refers, however, 
only to those who are now working, and I am concerned about the plight of 


EN ne oe ee 


RAILWAYS AND SHIPPING ~ 109 


those people—particularly in regard to the increased cost of living—those 
who happen to have a pension of $25 a month and that only; and I would like 
to get from Mr. Gordon his idea of the division of responsibility in regard to 
this matter. We have had some difficulty in the House between the government 
and the Canadian National Railways in this regard; and our information was 
that if the government would give what I think someone called the green 
light the Canadian National Railways would adjust this matter more satis- 
factorily for these men. They are only a small group, a group of old men; 
and I feel that something should be done for them; and although I may be 
using strong terms, it is something of a national. disgrace, that there should 
‘be any railway pensioner in Canada drawing a total subsistence allowance of 
$25 a month. Would Mr. Gordon care to answer my question, as to upon 
whom the responsibility rests and then we would know the situation and we 
could make representations to the government or to the railway. 


Hon. Mr. CHEVRIER: Perhaps I should say a word in connection with this. 
I do not think there is any difficulty where the responsibility les, or that there 
is a division of responsibility. I tried to make that clear in the House the other 
day when I said that the Canadian National Railways had made representations 
to the government after discussions with the employees with reference to the 
revised pension plan and that after careful study they have not changed their 
view. Having reference particularly to what I think Mr. Knight would like 
the government to do, I think that would be to instruct the Canadian National 
Railways to increase the basic pension. Thus far we have not found it possible 
to do that. 


Mr. Kwnicut: Now, are we talking about the same thing? What you 
referred to was an increase in the basic pension. What I am more particularly 
interested in, or at least what I am speaking about at the moment, is on behalf 
of those people who are existing on a pension of $25 a month. Can we not 
separate that? 


Hon. Mr. CHEVRIER: All right, let us separate it, but their position is far 
better than it was at this time last year. 


Mr. KnicHutT: In what respect? I am not disputing it. 


Hon. Mr. CHEVRIER: Because of the fact that they are now able to receive 
the universal old age pension of $40, if they are 70 years of age. 


Mr. Knicut: Is it your opinion that that should be considered in regard 
‘to the service that they have given to this railroad? 


Hon. Mr. CHEVRIER: I am not putting it in that light. But the actual 
position is that, that the employees of the Canadian National Railways who 
are in receipt of a basic pension of $25, if they are 70 years of age or older 
would be entitled to an additional $40 a month. 


Mr. Knicut: I think— 


Hon. Mr. CHEVRIER: Let me go on. If they are between 65 and 70 they 
are still also in a position to qualify for an additional $40 a month. 


Mr. KnicHT: I think this is a special case. We are not comparing it to 
any parallel case on what we call a basic pension. I will not go into that now. 
What I am trying to work out is this special case. I do not think the fact that 
some government comes along and offers these people $40 or $50 or $60 a month 
has anything to do whatever with the matter, or that there should be a means 
test applied to anyone getting one of these $25 a month pensions—even if the 
government wants to give these people $100 a month as soon as they reach 
70 years of age. That, to my mind, has nothing to do with the service these 


people have performed with the Canadian National Railway. They were 
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responsible for the building of this railroad, they were responsible for the 
operation of the line, for the development of the railroad, and now they have 
a miserable pittance of $25 a month from the railroad. 

Hon. Mr. CHEvRIER: I do not agree with that contention at all, Mr. Knight, 
because under the revised pension plan they are able to contribute just like any 
other group and in that way they can increase their pension if they wish to do 
so, and they could have done so before the revision. 


Mr. FULTON: But is it not a case there that under the revised plan they - 


contributed 5 per cent or more during the period of their employment—5 per 
cent of their wages? ) 
Hon. Mr. CHEvRIER: I would like to ask Mr. Gordon to carry on with the 


details of the pension plan. He is more familiar with that than Tam. -. But: 


before we leave it, I made it quite clear in the House the other day, or at least 
I intended to if I did not; but certainly I think that all parties discussed that. 
Until the government is able to deal with the other groups such as those I 
mentioned—superannuated civil servants, retired pilots, and so on—thus far it 
has not been able to deal with this one particular group. 


Mr. KNIGHT: Before Mr. Gordon replies, or comments, I would like to have 
someone give us the figures as to the number of people about whom I am talking. 
How many of these pensioners now receiving $25 a month are there? I would 
like to get that figure. I would like to find out what the cost to the country 
would be of raising that pension in terms of the present cost of living increase, 
raising the rate at which that pension was granted. 


Hon. Mr. CHEVRIER: Raising it up, you mean increasing it to $40 a month? 


Mr. KNIGHT: I am not stating to what extent. I said: how much would 
. it cost the country to raise that pension corresponding with the rise in the cost 
of living, basing it on the cost of living index, which for this pension group I 
feel satisfied would be mere justice? If it were a higher pension, if it were a 
pension on which a man could live, I would not say anything about it, but 
this is a pension which everybody knows is altogether too low in relation to 
the cost of living. These men are dependent upon their relatives and friends, 
whatever you like. That is my case. I would like to know those two figures; if 
it is possible to work them out: first, how many there are of these men; and, 
secondly, what it would cost the Canadian National Railways to raise that 
pension comparative to the cost of living index today in relation to the time 
when these pensions were granted. If we have those figures it would clear the 
situation up and then when we go down to the House we would know what we 
were talking about. 


Mr. Gorpon: I would like to make a general comment on that situation. 
There has been a great deal of misunderstanding and this might be a good 
time to try to make clear the situation with regard to the matter about which 
we are talking. | 


Mr. KNIGHT: Very good. 


Mr. Gorpon: I do not know as much about it as my predecessor would. 
The situation when I came to the railway was that there had been discussions 
going on between the management and the minister in connection with the 
position of these basic pensioners. These discussions were in the form of con- 
sideration as to whether anything could be done to improve their lot. That 
went on backwards and forwards, and shortly after I came in office we worked 
out a formula which we thought we could recommend. While we were in the 
midst of that and discussions were going on with the unions, the announcement 
of the old age pension was made. We had not known of that in advance of 
these discussions and when we realized that the old age pension plan was to 


become operative we recognized that it would give these basic pensioners a 
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~ minimum monthly income of $60 per month—and in some cases $65 per month. 
_ Then it was felt both by the labour representatives and ourselves that the 
_ discussions we were carrying on had no further point. You see, in the first 
_ place, the so-called basic pensions are the payments which went into effect 
~ in 1935. You will also recall that the provision in the pension plan which went 
into effect at that time carried with it the right to contribute to an additional 
_ pension, that was a provision in the pension plan. Now, these men you are 
_ talking about did not choose to take advantage of that opportunity and that is 
- why when their services terminated they received this small basic pension. 
_ That pension is now augmented to an extent by the old age pension and that 
brings the amount received up to as much as $65 a month. And now, as regards 
' the C.N.R. increasing the basic pension, that would be meaningless, it would 
4g simply mean that the C.N -R. would be paying the additional sum instead of the 
_ provinces paying it. Most of these people would become eligible at age 65 or 
_ over. In connection with that I may say that the labour representatives 


_ supported our view on this point and in that respect I would like to quote to 
_ you from a letter. 


Mr. KNIGHT: Could you give me the date of that letter? 


Mr. GorDoN: This letter is dated March 225.1952) and.it is commenting on 
_ the revised pension plan and congratulating us on the new pension plan which 
had been announced. . 

Mr. KwicHT: Was that from Mr. Hutchinson? 

Mr. GORDON: Yes, from Mr. Hutchinson. 

Mr. KNIGHT: We have another letter from Mr. Hutchinson. 

Mr. Gorpon: In the letter dated March 31, he says— 


The expressions of opinion appeared to be almost universally in 
approval of the improvements which have been made. 

Some of those who did not contribute toward annuities expressed 
disappointment that their lot is not improved but could not seem to 
impress the meeting that they were entitled to very much consideration 


on account of the fact that they had not made any effort to improve 
their lot. ; 


a Now, that as I say, is the view of the men themselves in a meeting 
_ assembled on this specific point. And so far as the C.N.R. Management are con- 
cerned, we do not feel that we have any obligation in logic to recommend an 
_ increase in these so-called basic pensions by reason of the changed position 
_ arising out of the old age pension plan; because, again I emphasize that with 
_ a means test involved, if we were to increase the pension then it simply means 
_ that the C.N.R. would be paying the increase and not the provinces. 


Mr. Kwnicut: I am still a little muddled about the matter of the existing 
- pension—whether a man is 70 years of age or 65—to understand what that has 
_to do with his services to the railroad. I used to be a school teacher. We have 
4 a service pension. As I understand it, it is, or it ought to be purely a service 
pension. It is given for services rendered and in no way should relate to receipt 
from the government of a $40 pension which the man receives as of right. 


Mr. Gorpon: If I may say so, that is an error because this basic pension 
to which you refer, the C.N.R. pension, was the foundation on which an oppor- 
tunity was given to every man to provide for his old age. We have started off 
the pension plan by saying that any person who had the qualifications would 
automatically get their basic pension of $25 a month, and at the same time they 
were given an opportunity of making a contribution up to the extent of 5 per 
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if they did not choose to do that they aoiid still get their basic pension. There 
- were a lot of the men who came forward and paid in, and there were a lot 
who did not. And now, the object of that plan was to serve as an inducement 
to encourage that man to provide for his old age. When he became eligible for 
retirement at age 65; and a contribution which any particular man had made 
was matched by the company contributing to the cost and forming a part of 
the capital sum which was used to provide the annuity at that time. So that 
that was the opportunity extended to these men who during their service life- 
time saw fit to contribute a small cash amount to build up their old age benefit. 


Mr. KNIGHT: Well, they are suffering an extremely heavy penalty for it 
now. 
Mr. MacDONNELL: By the way, Mr. Gordon, when was that fund set up? 


Mr. Gorpon: In 1935. May I point out this free basic pension is a privilege. 
I think that probably the Canadian National Railway basic pension is a far 
better privilege than many you will find in industries, and I know a lot about 
pension funds in industry., You do not get a free pension. But the fact of the 
matter is that most modern pension funds of which I.am aware—and I have 
seen quite a number of them—are contributory funds; the essential idea being 
to encourage the men to help themselves. That is what it is for, it is not 
intended to be charity. 


Mr. KnicHt: I think that it would be fair to say in regard to the letter—I 
know a letter was quoted a few years ago; or, at least emphasis was given to it; 
I think it was from a Mr. Hutchinson. I know what his position was at that 
time and I think there has been a considerable change since then. 


Mr. Gorpon: No, Ido not think so. I have his letter here. 


The CHARMAN: Mr. Knight, are you not entirely forgetting about the 
thousands of employees who are taking advantage of this plan to help them- 
selves? What about them? Do you make no provision for those chaps who 
have undertaken to make provision for themselves? 


Mr. Gorpon: This is an official resolution sent to Mr. Cooper. This is an 
official resolution by a group of men who were appointed by their labour 
organizations to discuss this pension fund provision. It is the General Chair- 
men’s Association, representative of all branches of labour employed by the 
C.N.R.; and this was an official resolution quoted from a letter to Mr. Cooper 
who was chairman of this committee. It is dated, Winnipeg, March 22, 1952, 
and it reads as follows: 


GENERAL CHAIRMEN’S ASSOCIATION 


WINNIPEG, Man. 
| March 22nd, 1952. 


Mr. T. H. COOPER, 
Chairman, 

Pension Fund Board, 
Canadian National Railways, 
Montreal, Que. 


Dear Mr. Cooper:—At a meeting of our association held in Montreal 
on Thursday March 13th the following motion was made, after the 
members had had an opportunity to examine and discuss the revised 
pension rules which were made effective from January Ist, 1952: 

Moved by Griffith and Bowlby: 

That we go on record as expressing our appreciation of the 
action of the Canadian National Railways, and the officers directly 
concerned, in making revision of our pension rules. 
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That we express our gratification at. the substantial improve- 
ments which have been effected, particularly the welcome additions, 
such as survivor benefits, liberalized benefits for the unfit, because 
of illness, and etc. 


That we particularly record our approval of the application of 
the improved rules to the pensions of contributors who have already 
retired. 


That a copy of this motion be forwarded to Mr. T. H. Cooper, 
, Chairman ‘of the Pension Fund Board of the Canadian National 
Railways. 


The motion was put and carried unanimously and I have pleasure in 
submitting it to you as instructed. 


Yours Very truly; 


(Sgd.) A. A. HutcHINson, 
Chairman. 


Mr. KniGHT: I have, of course, expressed my appreciation for the improved 
pension plan that exists under this new scheme, but I plead simply for that one 


4 group of men. Perhaps it is not fair to quote a letter which is in my hands 


but which I think has an important bearing on this matter. I do not know 
what is in it, but I am.going to read it. This is from Mr. A. A. Hutchinson, 


_under date of March 31, 1952. As I said, it has just been handed to me and I 


do not know what is in it, but I am going to quote it, if it is all right for me 


to do so. 


The CHAIRMAN: Who is it written by? 
Mr. Kwicut: It is written by Mr. A. A. Hutchinson, chairman of the 


General Chairmen’s Association of the Canadian National Railway system. It 


is dated March.31, 1952 and it reads as follows: 


GENERAL CHAIRMEN’S ASSOCIATION 


March 31st, 1952. 


Mr. Stanley H. Knowles, M.P., 
House of Parliament, 
Ottawa, Ontario. 


Dear Mr. Knowles:—At the meeting of our General Chairmen’s 
Association held in Montreal on March 13th the meeting, after I had 
explained to them the support you had given us in our requests for 
revision of pensions by your action in keeping the matter before the 
government and the railway, instructed me, by motion, to write to you 
and express their thanks for your very able assistance. 


The new rules appear to be very satisfactory as far as they go and 
have been very well received by the members. 

They do not as you know, provide anything additional for the man 
who did not contribute nor for the man who does not contribute in 
future and who retires in health. 

They do provide some help for the man who retires through 
disability. | 
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In any case, we do sincerely appreciate your attitude and assistance 
and hope that we may call on you again when and if the need arises. 


With very best regards and my own personal thanks for your 
assistance, I am 


Yours very truly, 


(Sed.) A. A. HUTCHINSON, 
Chairman. 


Now then, the emphasis again has been on the fact that they could not provide 
anything additional to the amount that had been contributed. The plea I am 
making, as I said, is on behalf of those who are in receipt of this $25 a month 
pension. I want to emphasize the fact that he says that the new rules, while 
they appear to be very satisfactory, do not provide anything additional for 
the man who did not contribute; and that is the particular type of man on 
behalf of whom I make this plea. 


Mr. Gorpon: May I call your attention to the fact that in a letter to me 
of the same date he stated that meeting did not have any sympathy for that 
particular man. 


Mr. KnicHt: I did not question the men’s attitude. 
The CHAIRMAN: Are there any further questions on employee Poletons. 


Mr. FuLton: I would like to clear up perhaps a misunderstanding, I think, 
because I gather the impression from the discussion that even in the case 
of a man already retired he can take advantage of this plan you mentioned 
by paying an increased amount of money into the fund and in that way getting 
an increased pension. I formed the impression that that privilege was not 
open to these people who contributed less than 5 per cent during their period 
of service. 


Mr. Gorpon: The answer to that is this: in the first place, in making the 
pension benefit retroactive to existing pensioners we were doing something 
quite unusual; as a matter of fact, we had considerable difficulty in arriving 
at a decision as to what would be a justifiable recommendation. What we 
have done for existing pensioners is this: we said that the money which that 
man paid in would provide for him a benefit of the same amount as though 
he had been under the revised pension fund plan; in other words, if he had 
paid in the full 5 per cent he would get the full amount of the pension that 
he would have got had he still been in the service—he went out under part 2 
of the new fund. If, however, he had paid, for example, 3 per cent, he would 
get three-fifths of the amount he would otherwise have got in respect to 
pension. That would give him the same value in actual dollars as the amount 
he contributed during his period of service with the railway. 

Mr. Fuuton: So he does benefit by the amount of his contribution into 
the pension fund. 

Mr. GorpDon: He has the right to select the benefits in the revised plan. 
In some cases it would be to his advantage to do that, and in other cases it 
would not. 

Mr. Mutcu: Would it be possible for a retired pensioner who wishes to © 
increase the amount of his pension to augment his present pension by making 
payments out of money he has paid in over the years of his employment? 

Mr. Gorpon: No, it does not operate that way. 

Mr. MutcH: That means then that he must make a cash contribution. 

Mr. Gorpon: No. We simply say to him that the pension which he now ~ 
has, the capital amount of that pension, may be used by him, if he wishes and — 
so elects to procure a pension under plan 2. As I said, he has that opportunity 
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:. and he can retire under the revised plan. In some cases that is a substantial 
_ benefit to these existing pensioners who have paid in to the fund the full 
fe 5 peor cent. 

_ Mr. Knicut: Mr. Chairman, might I ask one more question to Mr. Gordon? 


I think I asked you if you could give me the Se sae with regard to the 
men under this plan? 


Mr. Gorpon: I think I have that here. The breakdown is right here. 
_ There are 52 pensioners in receipt of less than $25. There are 3,384 in receipt 
of $25 per month. 


Mr. Knicut: That covers it. Have you any idea of what the average age 
of these pensioners? 


Mr. GORDON: Yes, we have the age groups. You know that some of them 
are over 80. 


The CHAIRMAN: Might I suggest that any further detailed questions of this 
kind be put in writing to the chair and the answers will appear as an appendix 
to our record of today’s business. 

Now, shall this section “employee relations” carry? 


Carried. 


_ Mr. FOLLWELL: Might I ask one question, a short one, to which Mr. Gordon 
may just say yes or no. It is just for information and perhaps publicity. 
I understand that on the new pension arrangement you are sending out a 
group of trained officials to divisional points to explain it to your people. 

Mr. GorDON: We established regional committees for the specific purpose 
of helping individual employees to reach the right conclusion as to what is 
best for themselves. 
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The CHAIRMAN: Gentlemen we have a quorum. 

We have concluded with the C.N.R. report subject to two reservations. 
Mr. Fulton required to be absent this morning and I indicated to the committee 
that I thought he should have an opportunity of asking questions with respect to 
‘paragraphs 14, signalling, 17, communications, and 27, terminal facilities; and 
on considering Mr. Gillis’ remarks I think it would be fair to limit those ques- 
tions to say ten minutes. When Mr. Fulton comes and when it is convenient to 
the committee we will break in. . 

Then, Mr. Macdonnell also required to be absent on other committee work 
and I don’t know whether you wish to ask your questions now, Mr. Macdonnell 
or whether they would be covered by the budget items? 


Mr. MACDONNELL: I think most of them would come up under the budget. 

Mr. McLureE: Did you pass paragraph 38? 

The CHAIRMAN: Just a moment, Mr. McLure. 

Mr. MACDONNELL: There was one outstanding point I asked about yesterday 
and that was operating ratio. , 

Mr. GorDon: I have that, Mr. Chairman, and I would be prepared to table 
the figures. I mention three significant figures for operating ratio—the C.N.R. 


system figure is 92:85 per cent and the C.P.R. figure is 88-93 per cent. The 
figure for United States class 1 roads is 77-39 per cent. 


by I follow with a half a dozen individual. pres for the United States rail- 
ways. 
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COMPARISON OF C.N.R. SYSTEM OPERATING RATIO WITH 
THAT OF THE C.P.R. AND UNITED STATES RAILROADS 


1951 1950 _ 
Canadian National Railway System......... Been ae 92-85% 89-20% 
Canadian Pacifie) Railways aoe ot cic res cca e nies 88-93 85-51 
WIS A Chass eT ROAS oa seis ete eo ere he she aaa ana ea Thao aw 74-52 
Wew acy ork -Gentrab ici. ee oa al bald Gat eas RNs Ree aks 85-34 83-30 
Balen Ore pSo ONTO GAG Pick ee pee ve etek eee oe RA 81-18 80-63 
ernsyivania. KaAUTOaAds are sic OM te eee ee eer 85-50 84-35 
rie ha bite Wid [We Ng maaan tee MAM BRIS AY. ANGEL yg MRR EUMO omen Re dob 74-71 67-12 
SGUCRCTI PacitiCucs (Mie, ae Wiel cee aer Re ON eran ene oe TE-10 13°10 
EPO TL ORACLE CO ey hs Sl ie imucud Male yc a bol gate Ah ve ae 74-32 70-28 


Mr. MACDONNELL: May I ask just one other question? Your ratio has gone 
up roughly three points in the last year. What has been the effect on the other 
railways? What about the C.P.R.? 


Mr. GorpDon: I have shown the C.P.R. ratio in the figures for 1950. The 
C.P.R. ratio increased 3-42 per cent and the C.N.R. ratio increased 3-65 per 
cent. It is approximately the same. 


The CHAIRMAN: Is there anything further? 

Mr. MACDONNELL: I think that is sufficient. 

Mr. McLure: I did not think you had passed employee relations? 
The CHAIRMAN: Yes. 


Mr. McLure: There was one question in connection with paragraph 39. 
Agreements were made with the trainmen’s organization in May of 1951. What 
I refer to and what I was going to ask about was this. Regarding a threatened 
strike, or an actual strike such as took place on the railway a short time ago, 
has an agreement been made now so that the crews of our ferry boats will not be 
able to strike like they did and tie us up completely—shutting us off from the 
mainland. I understood that was something that was going to be corrected for 
the future and I would like to have a report on it today. 


Mr. GorDoNn: The agreement referred to: in the Report is an agreement 
covering our United States lines. The non-operating agreement to which you 
refer does not expire until September of this year and, subject to sixty days 
notice as was mentioned yesterday to Mr. Fulton, that agreement has not and 
cannot be renegotiated until sixty days before expiry in September of 1952. 


Mr. McLure: Well, in the meantime supposing a strike arose again, would 
we be in the same situation as before—about the ferry? 


Hon. Mr. CHEVRIER: The point you raise, Mr. McLure, and which you 
raised during the course of the strike is this. The employees of the ferry are 
also employees of the railway, and unless you take those employees out of the 
collective agreement made with the railway you cannot have redress for what 
you are seeking. How you are going to do that I do not know, but it is certain- 
ly a matter for collective bargaining. 


Mr. McLurReE: Surely there must be some way to do it? | 


Hon. Mr. CHEVRIER: I would think there is but I would think the unions 
would not want to have them segregated. Certainly they did not want to have 
them segregated from the rest of the employees because, when representations 
were made by the premier of the province and others at the time through our 
offices to Mr. Hall his answer was no—except in one instance where there were 
perishables involved—and he let the ferry operate on that occasion. 


Mr. McLure: The strike was started and they went back to work. If ; 
they could go back before it was settled why are they allowed to strike at all? 
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‘ Hon. Mr. CHEVRIER: Well, they have certain rights under their collective 
agreement and certainly the government did all it could to settle the oe 
without interfering with the rights under the agreement. 


Mr. McLure: It is not a Canadian National Railway owned boat, the boat 
_ is a government owned boat. 


Hon. Mr. CHEVRIER: Perhaps the fact that you have raised it here is 
sufficient for the railway authorities to take notice of it and when the collective 
agreement does come up for revision I do not know whether your point can be 
met but it certainly can be given consideration. 


Mr. McLure: Well, if we had an opportunity to debate it at that time I 
think it would be met. 


The CHAIRMAN: Mr. Fulton, in your absence I suggested that the three 
paragraphs in which you were interested should stand but the committee pre- 
ferred to carry them and I made the reservation that I would recall paragraph 
14 on signalling and track equipment, paragraph 17 on communications, and 
- paragraph 27 on terminal facilities on the understanding that you would have 
ten minutes to ask what questions you would like to ask. 


Mr. FULTON: Thank you, Mr. Chairman, I apreciate that very much. 


Mr. Gordon, I understand you were asked some questions this morning 
on paragraph 14. To start with, if the questions I ask will simply be a repetition 
or if your answer will be a repetition of information you have already: given 
just indicate that to me and I will find the information in the record. 

You make reference in your report to the amount of mileage on which you 
have installed block signal system in the area from Jasper, Alberta to Port 
Mann, B.C., 43 miles of line this year, bringing the total to 159 miles in service 
in this area at the end of the year. 

What I want to ask is whether, although I appreciate the difficulty of the 
installation, you regard that as realise satisfactory progress in the light of the 
urgent recommendation of the Board of Transport Commissioners incorporated 
in their report of their investigation into an accident out there a year and a 
half ago? 

Mr. GorDON: By and large I feel the program we have in hand here is 
about all we can tackle having regard to the limitations of the supply of equip- 
ment and in particular the limitations of skilled personnel to install these 
signals. It is a highly technical operation and we are pushing it just as hard 
as we can having regard to those limitations. 


Mr. FULTON: What is your main limitation? 
Mr. Gordon: Skilled personnel. 
Mr. FuLTON: Not equipment? 


Mr. GORDON: Equipment is bad but I would say the main limitation which 
handicaps us is the question of skilled personnel. 


Mr. FULTON: I do not like you to enter a discussion which would raise 
jealousy within regions but I suggest on the surface it would appear to me the 
nature of that area justifies at least the suggestion that you should concentrate 
on it even to the exclusion of other areas which are not through mountainous 
regions. I would make that suggestion in the light of the recommendation of 
the Board that “the Canadian National Railways take necessary measures to 
install block signals in mountain territory and other dangerous parts of the 
C.N.R. system as speedily as possible.” 

Can you do anything to assign to that area a higher priority? 

Mr. GORDON: I would say it has top priority right now. Would you.agree 
with that, Mr. Dingle? 

Mr. DINGLE: Yes, sir. 
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Mr. GORDON: We have given it top priority. While the actual mileage 
looks small nevertheless it is a substantial mileage in the nature of the installa- 
tion and, with the limited staff available, we are pushing it as hard as we can. 
It certainly has top priority in our signalling projects now. 


Mr. Futon: I take it you will be carrying on installation of this type of 
equipment even when you have completed the immediate danger areas? 


Mr. GorpDoN: Yes, that is true. 


Mr. FULTON: Would it follow there that you are going to keep a crew on 
permanently, perhaps building up to greater strength? 


Mr. GorDON: Oh, yes. We will certainly increase that more as soon as 
we can train men. 


Mr. FuLTon: I do not like to ask you to commit yourself but can you tell 
us whether about the same amount of mileage or greater mileage will be done in 
future years? 


Mr. GorpDon: Again I say it is contingent really on supply and labour condi- 
tions—and also in some respects the amount of money involved. We put in the 
budget an amount which we think is reasonable for the current year in the 
light of other essential or highly desirable operations. As I say we have 
strained ourselves to the limit with respect to our personnel availability. 


Mr. FULTON: You do not feel that you can safely forecast? 


Mr. Gorpon: I do not see any acceleration in excess of the present position 
in the next say two years. We might pick up pace after that. 


Mr. Futon: Although I appreciate the difficulties I am disappointed. Last 
year you told us that for the time being at any rate you were discontinuing any 
further work on the slide detector fences and concentrating exclusively on this 
type of signal equipment—on the block signal system. I asked you then whether 
you would keep an open mind and not condemn the slide detector fences, 
Keeping the position that when you have finished the block signal system you 
can go ahead with the slide detector fences. Have you reached ay conclusions 
on that? 


Mr. GORDON: Yes, and the conclusion is that we are better advised to use 
available personnel and available material to push ahead as fast as we can with 
the automatic block signals rather than waste any more time on what we are 
satisfied ourselves is an unsatisfactory device—in the form of the slide detector. 

In other words if we can get the automatic block system in that area we are 
satisfied that we will get a better measure of protection than we will get or could 
get from the slide detector. To the full extent that we take time to put in slide 
‘detector fences we are delaying other more important progress. 


Mr. FuLTon: I think I have to accept it that until you have finished with 
the block signals system you are not going to proceed any further with the 
slide detector fences; and that is your policy. What Iam asking is whether you 
have advanced your conclusion any further from last year when I asked you 
about keeping your mind open regarding the advisability of putting in slide 
detector fences at specific danger points when you have finished with 
the block signal system? 


Mr. Gorpdon: Subject to this. With the installation of the automatic block 
we will now have an experience period and if we find we get the margin of 
protection we expect to get we may very well conclude that we do not need 
slide detectors. I do not say we will rule out the slide detector but after we 
have had experience with the automatic block we may very well say that it is 
adequate and that we do not need the extra protection. 
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Mr. FuLTOoN: I am satisfied at the moment unless, you want to make any 
additional comment, that you are still prepared to consider whether or not the 
slide detector fence at specific danger points would provide an additional safety 
factor at actual points after you have finished with the block system? 


Mr. Gorpon: In the light of the actual system— 


Mr. Futon: In respect to communications you mention in paragraph 19 

that new operating methods and technique were examined with a view to 

achieving greater efficiency, etc. In the light of the difficulties which have 
arisen from imperfect understanding or reproduction of train orders in the 

past, would you consider the safety factor would be substantially increased 

if you could install a system—I am leaving out for the moment the financial 

aspect and I will come to that later—but if you could install a system of tele-. 

type at your various despatching points, and between various despatching 

points, so as to avoid as far as possible human error in the reproducing of orders? 


Mr. Gorpon: That is getting into a pretty technical operating matter and I 
think I will ask Mr. Dingle to refer to it. 


Mr. DINGLE: We have found up to the moment, Mr. Fulton, that voice 
contact is much better than what you describe as teletype—in other words, I 
mean the message form. When the operator has to write the order, repeat it. 
back to the dispatcher, we feel much safer. 


Mr. FULTON: You think there is danger perhaps of mechanical breakdown 
or inaccuracy in reproduction on the teletype? What I have in mind is a machine 
which actually prints out the message in the point of reception as it is 
received over the wire. I think you know what I have in mind. 


Mr. DINGLE: I do not know of any teletype machine that is set to handle a 
form; and train orders are on set forms. To transfer from a message form by 
teletype to a form in the office, without any check-back, such as we now have, 
I do not think would be as satisfactory. That is my opinion. 


Hon. Mr. CHEvrRIER: It certainly would not be. That is right. 
Mr. Gorpon: It would not be as fast or as flexible. 

3 Hon. Mr. CHEVRIER: The other railways do it by phone. 

Mr. DINGLE: Yes. 


Mr. FuLtTon: I asked if the matter had been considered, and you say that 
it has. Very well. Thank you. On terminal facilities, paragraph 27, I expect 
_ that Mr. Gordon has received a pamphlet, as many members of parliament have, 
written by a man whose name I cannot pronounce, but it is spelled Rideout. I 
; do not know the gentleman, but I got his pamphlet and I was interested in 
_ reading it. He does refer to the congestion in the terminal at Montreal and he 
_ suggests greater use could be made of the other national transcontinental line 
_ between Quebec and Armstrong; and in view of the remarks in your report on 
the expenditures necessary to increase your terminal facilities at Montreal and 
the congestion you are now experiencing there, I wonder if you would care to 
comment on that subject, Mr. Gordon? 


; Mr. Gorpon: Our Montreal congestion has been one of our most worrisome 
. problems in regard to terminals generally; and it is for that reason that we have 

acquired by expropriation proceedings a large tract of land just outside the city 

for a new hump-yard which will enable us to marshal our cars in a much more 

efficient way and which will relieve that congestion. But in the meantime until 
we get through there, we are suffering from bad congestion in our Turcot yards. 
F But even there we have a substantial amount of money in our budget to 
_ improve the facilities at Turcot. Our officials have been studying every possible 
_ way to by-pass traffic including use of the line which you have in mind. We 
are getting a lot of advice from amateurs in regard to how to run terminals; 
but the functioning of a terminal is a highly technical and very difficult 
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operation. Probably it is one of the most skilled operations of all; and all I 
can say by way of summary is that the best minds of the railway. have been 
tackling the problem of terminal congestion and that Montreal in particular 
has been of special interest to the study that these men have made. 


Mr. FULTON: I was not so much concerned in entering into discussion with 
you on how to run a terminal as into an examination of Mr. Rideout’s basic 
contention that a better operation in Montreal might be arrived at by making 
greater use of this line to which he refers. 


Mr. Gorpon: That is generally the question of by-passing traffic from east 
to west instead of bringing it through Montreal itself. We have had that 
problem under examination and we have done as much as we can on it. But 
it is not quite as simple as it looks. There are situations in which you have 
to come into a terminal to be properly serviced and to re-marshal the cars. But 
to the extent that we can by-pass the city through the use of that northern line, 
we feel we are accomplishing that. . 

Mr. Futon: Is the possibility one of by-passing traffic there which would 
be coming from pretty well west of the lake head? 


Mr. Gorpon: That is right. 
Mr. FuLToN: Traffic which would be going east? 
Mr. Gorpon: Right through to the coast. 


Mr. Fuuton: Is there sufficient traffic of that nature, or is there sufficient 
traffic originating on that branch of the line from the lake heads east to justify 
the spending of more money to make a major line out of your northern line? 


Mr. GorpDon: Our general feeling is that we will do a better job by pushing 
with all our might for a new hump yard and using it as a re-marshalling center. 
It is simple enough to think of by-passing a city, but in doing so you get into 
all sorts of technical difficulties in regard to servicing the motive power, re- 
arranging the cars, and as I said before, to the extent that we can simply by- 
pass, we can gain in speed of operation. We are carrying the traffic as best we 
can to get advantage of that operation; but as an over-all everyday job to say 
that we should use that northern line and by-pass everything that went 
through to the coast, I would say no, that it is neither a practical, nor an 
efficient operation. 


Mr. GrEorGE: Has consideration been given to the request made by the 
greater planning commission of the city of Moncton with a view to building 
new yards and by-passing the city of Moncton with through traffic? . 


Mr. GorDON: There has been a great deal of discussion with the city of 
Moncton in regard to that, but our difficulty has been that we have not been able 
to get agreed conclusions in regard to the city itself and some of the proposals 
which have been made would run into fantastic expenditures, on the assumption 
that they should be all expenditures made by the railways. 


The CHAIRMAN: Will the members of the committee now refer to the 
annual report of the Canadian National (West Indies) Steamships Limited. 


Mr. Gordon: This is the annual report of the Canadian National (West 
Indies) Steamships Limited, and it reads as follows: 


MONTREAL, March 10, 1952. 


THE HONOURABLE LIONEL CHEVRVER, Q.C., M.P., 
MINISTER OF TRANSPORT, ; 
OTTAWA. 
Sir: 
The following report is submitted of the operation of the Canadian 
National (West Indies) Steamships, Limited, for the calendar year 1951. 
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The operating results for the year compare with those of the previous 
year as follows: 
Increase or 


; 1951 1950 decrease 
Operating revenues ........ $6,808,478 $5,124,200 $1,684,278 32°9% 
Operating expenses ........ 6,840,054 5,725,632 1,114,422 19-5% 
OneTaung. (OSs = uh asain Si SLOOe SOUL, 482." S$ S69 806 


Freight revenue amounted to $5,312,191, representing an increase of 
39-3 per cent over the previous year, largely due to the relaxation of 
dollar import restrictions on certain commodities under the “Trade 
Liberalization Plan” effective January 1, 1951. The total tonnage carried 
in 1951 was 340,286 tons, as compared with 279,232 tons in the previous 
year, an increase of 21-9 per cent. 

Southbound tonnage increased by 37,848 tons or 40 per cent, prin- 
cipally due to the increased movement of flour. Northbound tonnage 
showed a gain of 23,206 tons or 12:6 per cent, due to a substantial rise 
in sugar tonnage, partly offset by a reduction in other cargoes. 

Passenger revenue decreased by $79,298 or 8-7 per cent, due to a 


decrease in round-trip cruise traffic and to sustained competition from 


airlines and other carriers. 

Charter revenue, amounting to $521: 443, was more than doubled 
because of the more favourable rates Abeaicd and the chartering of 
non-refrigerated cargo vessels for longer periods in 1951. 

The increase of $1,114,422, or 19-5 per cent in operating expenses 
reflects the greater volume of freight tonnage handled, an increase in 
the number of operating days in service, and one additional voyage 
completed in 1951, the number of voyages led being 64. Increased 
port handling charges, higher wages, and the increased cost of vessel 
supplies all contributed to the increase in operating expenses. 

After payment of interest on bonds held by the public and on 
Government advances there was an over-all deficit of $466,992 as com- 
pared with $1,028,767 in 1950. The Consolidated Income Account is 
shown on page 8. 

There was no change in the fleet during the year, which at present 
comprises: 

Dead- 
Gross weight 
tonnage tonnage 


SLU ye NEGISOM es valene ice Freight and Passenger.......... 7,830 6,410 
SLady -ROGneYy” i ak ¢ sae Freight and Passenger.......... 8,252 4,665 
“Canadian Challenger” ..Diesel-powered and refrigerated. 6,745 7,460 
“Canadian Constructor” ..Diesel-powered and refrigerated. 6,745 7,460 
“Canadian Cruiser” .....: Diesel-powered' and: refrigerated. 6,745 7,460 
“Canadian Conqueror” ...Non-refrigerated .............. 2,930 4,532 
“Canadian Highlander” ..Non-refrigerated .............. 2,966 4,532 
“Canadian Leader” ...... Non-refrigerated). | ') 0. gaa sei ach 2,930 4,532 
“Canadian: Observer” .,.. Non-refrigerated  . 05. ...5. 06s. 2,967 4,532 


“Canadian Victor” ...... Non-refrigerated ......00..-00- 2,963 4,532 


51,073 56,115 


The “Lady Nelson” and the “Lady Rodney”, built in 1928 and 1929 
respectively, are no longer suitable for operation in this service, and 
the Government has decided that they should be withdrawn after the 
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summer season. It is the intention, however, to provide a regular and 
adequate freight service on a commercial basis to British West Indies, 
Bermuda and British Guiana. The diesel ships in operation in this 
service are equipped to provide comfortable accommodation generally 
adequate to take care of the business people wishing to travel by sea. 

The balance in the Vessel Replacement Fund at the end of 1951 
was $4,685,337 as compared with $4,313,638 at the year-end in 1950. 
The Insurance Fund balance was $2,046,654 against a balance of $1,772,458 
at the end of 1950. 

The loyal and effective services rendered to the Company by its 
officers and employees is acknowledged with appreciation. 


For the Board of Directors, 


D. GORDON, 
President. 
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CONSOLIDATED INCOME ACCOUNT 


1951 1950 
Operating Revenues 
NN AS 728 0 Mk SU RT RS MALI HCH Arian ON RING REGUS sn $5,312,191 $3,812,587 
HPASSCTUSET Te, oso, Muara nai eRe a Cc de earns DOR Rea: 832,054 911,352 
WVESCEMANCOUST 25a’. 0, ci pola ic coe Re acta ane erie Raeey 48,141 45,684 
PH STCIES | eas as ,\ Sc onan ut a te tc Ut a GON cl avec ee ae 94,649 103,031 
TOE LOR i By igs hea se rd pee IEE ee OSA cc CCE ee 521,443 251,546 
Ota sa Ge eek ek Sere eG eRe eae $6,808,478 $5,124,200 
Operating Expenses 
NOVReCrOCCOUNTS Ales | tay a abe Sha Ue Nan Nat ial $6,107,348 $4,985,802 
PILY UD VOX DOTISES 25 CULL wey Man each hud iL ys Na EN be Nan 11,978 B2,027%: 
Meprectation On VESSEls Mama tee ok os eu te ee 371,699 371,699 
Management and office expenses .... 5... 005c.ccc eee. 224,143 226,096 
EL CUISIONS Oh cats tic tac Wisp eee Meena ct hee eae He Wears nena 1,567 25,116 
Oiner vexpenses 6c eee aug tc Lak One a Ln Ue 123,319 . 64,892 
OU ee ets audi, UG ue OG wae A ie eR ty $6,840,054 $5,725,632 
ODEPATING LOSS Oh CC an tan Sa one ete $) 31,576": -$" 601.432 
Vessel replacement find \earnings) nC ee oe ~ 130,368 L353 Lad, 
aateress ‘on bonds ‘held by public. yoo wee he ee 470,000 470,000 
Interest: ‘on Government advances 2.05 0006 P44. 95,784 90,462 
Income Cehcte ys 2 sae Ot ee eee be $ 466,992 $1,028,767 
CONSOLIDATED PROFIT AND LOSS ACCOUNT 
AT 3lst DECEMBER, 1951 
Palante at 3ist December, .1950—Deficit 000. a ae $3,618,505 
The income deficit for the year was assumed 
by the Government jof"Canadaunin, ica tn ais See ae ae ne ee — 
Polance vat’ 31st’ December,’ 1951 Deficit 42.30.0002) oo a oe PE $ 3,618,505 


The CHAIRMAN: Thank you, Mr. Gordon. 
“Operating Revenue, and Operating Expenses’? 


. Mott: How many passengers will these other boats carry? 
. GORDON: The diesel ships will carry 12 passengers. 

. PouLIoT: What is the price of the trip? 

. GorDON: The price of the trip? 

. PoOULIOT: On the boat? 


. Gordon: I do not know; it depends on the class of the cabin. I will 
have to look it up; I have not got it in my mind; I will see that you get it. 
Mr. FULTON: May I ask the minister whether the withdrawal of the two 


ships referred to presented any difficulty under the terms of the Commercial 
Treaty? 


Are there any questions on 


Hon. Mr. CHEvRIER: No, none whatever, because under the agreement 
there was provision for the payment of certain subsidies and most of the 
subsidies have been paid; in any event, it was felt that because of the service 
provided by TCA to most of those places, all we were doing there was to double 
at great cost the passenger service provided by the Lady boats. 
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Mr. FuLTON: This will not affect their freight service to any appreciable 
extent, then? se 

Hon. Mr. CHEVRIER: We hope not. The government is studying a proposal 
made by the Canadian National to operate these freight cargo vessels, as 
outlined in the report. And I think that the recommendation of the Canadian 
National Railways will be adopted in that respect. ie 

Mr. Futon: Is their passing not to be noted with a pang of regret? 


Hon. Mr. CHEVRIER: Yes. I am sure it should be; but I think Mr. Gordon 
could substantiate this and confirm it. Those Lady boats were pretty old and 
they got to the point where they needed substantial repairs at a considerable 


_ cost; and it was a question whether they should build new ships or repair the 


old ones. Against that the decision was taken to abandon them. 
Mr. FRASER: Will they be sold? 


Mr. GORDON: We are negotiating for their sale now. While we feel that 
these Lady boats are not suitable for operation in this particular way, never- 
theless we do feel that they are still quite saleable vessels and we hope to get 
a good price for them for operation elsewhere. The major difficulty in regard 
to the freight service vis-a-vis the Lady boats was the fact that it was a cheduled 
service, by reason of the fact that they were passenger boats. They were 
supposed to be there at a given time for the convenience of passengers; but 
freight does not work that way. So we found ourselves badly handicapped 
when we proposed to run a freight service on a commercial basis; and we hope 
therefore to have a more effective service with the new freight vessels. 


Mr. MACDONNELL: On the last page under “Consolidated Income Account”: 
the third last item, I see “vessel replacement fund earnings, $130,368”. What 
would be the explanation for that? 


Mr. GorRDON: That is the interest on the investment fund, the vessel 
replacement fund. That is shown in the balance sheet. We now hold bonds 
and securities pending the use of that fund, and this is merely the income from 
that fund. ; 


The CHAIRMAN: Are there any further questions on the balance sheet? 


Mr. Gorpon: It had regard to the sinking of the vessels during the war; 
it was the insurance payments on the vessels which were sunk during the war. 


The CHAIRMAN: Are they any further questions on that part of the balance 
sheet? 


Mr. GORDON: It was insurance payments on the vessels during the war. 


Mr. FRASER: Is there any intention of making this list of five ships 
mentioned here that are non-refrigerated into refrigerated ships? 


_ Mr. Gorpon: That will have to have much more study, study as to the 
kind of service, the new competitive service we propose to offer. If the traffic 
is there, we will do so. 


Mr. FRASER: They all travel south and I was wondering if refrigeration 
would not be an advantage? 


Mr. GorDON: That will depend on the sort of traffic we will be able to 
drum up. 


Mr. MAcDONNELL: You speak of the benefit the steamships have had from 
the trade liberalization plan of January 1950. Has there been any tendency 
to change that? 


Mr. GorDON: That was the matter arising out of the restrictions on foreign 


exchange, and by agreement with the dominion government; it is a currency 
difficulty only, yes. 
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Mr. Gracey: The British government decided to give the West Indies 

a little more lenient treatment than other parts of the sterling area to help 

them in their trade. 
_ Mr. Macponneti: And that is continuing? 


Mr. Gracy: Yes. 

The CHAIRMAN: If there are no more questions on that we will turn to 
the budget items. : 

Mr. FULTON: Before you do that, are you going to go back and formally 
adopt all these reports later on? 

The CHAIRMAN: If you wish a formal motion, Mr. Fulton—Mr. Fulton 
moves that the annual report of the Canadian National Steamships Limited be 
adopted. ; 


Carried. 


Mr. FULTON: In the past it has been our custom to adopt the report first 
and then the consolidated balance sheet as a separate item. I am not going to 
raise any questions but I just want to know if we are going to adopt that 
formula. 

The CHAIRMAN: I thought we would deal with the three budget items and 
one blanket motion would adopt the entire report. 

Mr. MACDONNELL: Do I understand that there would be the possibility of 
recommendations being made in the report? 


The CHAIRMAN: Yes. Now we come to the budget items. Item 485: 


De- _ Compared with Estimates 
tails of 1951-52 
on 1952-53 1951-52 


of Service 
Increase Decrease 


SFE PCRS TS BPRS RIT aT a Ni crm en ec a | Pe ENN RTs EEE OT Ss era CU 


$ $ $ $ 


485 |Prince Edward Island Car 
Ferry and Terminals— 

To provide for the payment 

during the fiscal year 1952- 

53 to the Canadian Nation- 

al Railway Company (here- 


from time to time by the 
National Company to the 
Minister of Finance and to 


503 1,485, 000 1, 280, 000 205, 000 


Mr. McLuvreE: Is that marked a service or a deficit? | 

Hon. Mr. CHEVRIER: We are still considering that point Mr. McLure. 
The CHAIRMAN: Mr. McLure moves that vote 485 carry. 

Carried. 
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De- Compared with Estimates 
; of 1951-52 

Service on 1952-53 1951-52 
i Page 


Increase - Decrease 


Ee Daa a (| Peeve ML Se eS Le 


486 |Canadian National (West 
Indies) Steamships, Lim- 
ited— 

To provide for the payment 
from time to time to the 
Canadian National (West 

Bt Indies) Steamships, Limit- 

4 ed (hereinafter called ‘‘The 

; Company’’) of the amount 

e of the deficit occurring dur- 

; ing the year ending Decem- 

ber 31st, 1952 in the opera- 

4 tions of the Company and 

é, the vessels under the con- 

: trol of the Company, as 

certified by the Auditors 

a of the Company, and upon 

y applications made by the 

\ Company to the Minister of 

z Finance and approved by 

q the Minister of Transport, 

’ not-exceeding’.... 054.034... 533 734, 000 S45, O00 eee en 111,000 


Shall vote 486 carry? 
3 Carried. 


Now we come to vote 493: 


Compared with Estimates 
of 1951-52 


of Service 1951-52 


Increase Decrease 


a ear a I a eee SOUR EE 


$ $ $ 


493 {Maritime Freight Rates Act— 

_ For the payment to the Rail- 

way Companies operating in 

the select territory desig- 

nated by the Act, during the 

fiscal year 1952-53, of the 

difference occurring on ac- 

count of the application of the 

Act, between the tariff tolls 

and normal tolls under ap- 

2 proved tariffs (estimated and 
4 certified to the Minister of 
: Transport by the Canadian 
, National Railway Company 
and approved by Auditors of 

the said Company respecting 

the Eastern Lines of the Can- 

adian National Railways, and 

in the case of the Other Rail- 

ways by the Board of Trans- 

port Commissioners for Can- 

ada) on all traffic moved 

during the Calendar Year 

1952, (Chap. 79, Statutes of 

1927, anc aAmended )) nbs ve et 
Appropriations not required for 

UGS OO et ack d a nee OL 


9, 125, 000 735,000 
150: O00; eet oe des 130,000 
17,947,000 4,020,700 


eee eS = | —— 


535 
536 


9,910,000 


21,967,700 


4 


Shall vote 493 carry? 

‘Carried. 
r _ Shall we turn now to the budget? 
5609824 
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Mr. MAcDONNELL: I want to ask a question about that Maritime Freight 

Rates Act. Has that ever been affected by any of the freight rate revisions? 
Hon. Mr. CHEVRIER: Not.in the slightest. It was a special provision. 


The CHAIRMAN: Mr. Macdonnell, you have been away quite a bit and I will 
give you the floor first on this budget. % . 


CANADIAN NATIONAL RAILWAY . 
SUMMARY FORECAST OF FINANCIAL REQUIREMENTS— YEAR, 1952 


1952 1951 Page 
— Estimated Actual No. 
Been eee ee ee eT Tt i Pa _ — 
% $ $ 
Income Account— ane 
Operating Revenues......... 02-202 s eee enter te toes 663,090,000 | 624,834,120 
Operating Expenses... 00.600. e be ce teed ee eee nee 613,828, 000 580, 150,221 
Net Operating TP VOT y Woah eo Sevres Gum ree here ta ae Bi tea a 49, 262,000 4A, 683, 899 
Net Income Charges (excluding Interest)........--.-+--+++++- 17, 248,000. 12,900,780 
Available for Payment of Interest...........--2--6 ses e trees 32,014, 000 31, 783,119 
Interest on Funded Debt—Public.........-..---. 0005s rere ees 21,849,000 23,467, 703 
Interest on Government Loans............ 5.2.0 28, 190, 000 23,347,412 
18,025, 000 15,031,996 


Indome. Deficiency 23.) jca0 sh edu gas hee a 


CAPITAL BUDGET—1952 


1952 CaprraL EXPENDITURES, NoT HERETOFORE AUTHORIZED, WITH 1951 CoMPpaRISON— 


= 1952 1951 Page 
Estimated Budget No. 
recom Suite nel U svse aee We gO eee eR ORE Tas 
$ $ 
Additions and Betterments— 
General (excluding new equipment)...........-+--++-ssses eee 27,363, 257 14, 894, 066 5 
New Equipment— 
1952 Orders—$25, 059,952, of which $2,413,092 will be 
Ablivered) in MOa2 ey owe Leics ciao eee Vinge eoediete aes a 2,413,092 56, 722,177 8 
Acquisition of Securities.......0..0 06sec eee cen tne e rete enn rte tees 516,900 3,712,000 9 
Additional Working Capital.........--..+++- cb pa baile Mgr an" 15,000, 000 20, 000, 000 
1952 Budget Program...........---5++ areca Send 45,293,249 | 95,328,243 
SUMMARY OF 1952 FINANCIAL AUTHORIZATIONS REQUIRED WITH 1951 
COMPARISON 
ek 1952 1951 Page 
Estimated Budget No. 
oO Fae Mi Mt aie eee ned SOP DA AE Ae ee ea eT mr eL ALY oF 
$ $ 
Capital Expenditures— 
1952 Budget Program—as detailed hereinbefore sy... eee be ss 45,293,249 95,328, 243 1 
Sherridon-Lynn Lake Branch Line—authorized C.44 Statutes 
BECandds J105 1 oi ee a ears Be Bieiesleleie = sieeie =) Seles oa 7800; OOO ts eis free oe 10 
Revotes, and to complete projects previously authorized...... 23,014, 271 22,408, 757 6 
New Equipment authorized by C.N.R. Financing and Guaran- 
tee Acts (Nos. 1 and 2), 1951, cost of which will exceed the 
originally estimated cost by........--+.5+-+2eeeree resets 8,325 S22 aS ra Se 7 
New Equipment ordered pursuant to Canadian National Rail-| ~ 
ways Financing and Guarantee Act (Noel) iol... a ony 90. S89" 040 de Saf tr te 7 
104,822,385 | 117,737,000 
Less amounts available from Depreciation Reserves and Debt : 
Discount Amortization...) 0.05. ae 6 2. e ob Sse e be ee ee 17,350,000 16,522,000 
87,472,385 | 101,215,000 


6 


"Ny ae - : in 
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The financial authorizations in respect of equipment, as contained in the 
, Financing and Guarantee Acts (Nos. 1 and 2) 1951, will, to the extent of the 
_ unexpended balances ($12,577,003 under the No. 1 Act and $52,355 ,892 under 
_ the No. 2 Act) be utilized as the related equipment is. delivered during 1952. 


C.N.R. Financing and Guarantee Act 1951 authorized placing of orders for 
new equipment during 1951 (with consent of the Governor in Council) 
amounting to $111,512, 920, including certain passenger equipment now estima- 
ted to cost $43,767,655. This passenger equipment was not ordered during 1951 
and reinstatement of the expired authority is now desired. See page 7. 


Authority is also desired to place orders for the new equipment estimated 
to cost $25,059,952, hereinbefore referred to, to the extent that it will not. be 
delivered. during 1952, being $22,646,860. See page 8. 


Authority is also desired to place orders for new equipment to be included 
in the 1953 Budget program to the extent of $56,721,195. See page 8. 


Authority is also desired, to the Minister of Finance, to make advances ta 
the extent of $50,000,000 against new equipment to be delivered in the spring 
of 1953 under the above authorizations, which advances are to be reimbursed 
by the Railway. subsequent to the enactment of the C.N.R. Panne and 
Guarantee Act 1953. See pages 7 and 8.. 


ee a eT a ee ee 


pr ae 


Se oe a sea ke 
} > 


1951 FINANCIAL REQUIREMENTS COMPARED WITH THE BUDGET 
eevee 
; 1951. Actual 


q —-— Require- 1951 Budget 
" ments 

$ $ 
General Additions and Hetherhents: ny AU Needle O NG Seo De, Pye NM LAM ee eat 25 345.371 {| 14,894, 066 
_ Revotes, and to complete projects authorized in previous years.. MCR DRL CAR 22,408, 757 
f Sherridon-Lynn Imikerraneb Litton ee Pes ae re RRA © We Rt 1,206,873 fot pee eae 
4 ! | 26,552,244 | 37,302,823 
New Equipment... Pgs RON TRAN Ty BA OE ons Conia en Man 8 eT RD oe UE aE ot oe 44,145,175 56, 722.177, 
ERR AMIAERION IO! HOCUTIPad Ah Lil he he Sok te TIA UIC EE ialot Cr. 7,846, 088 3,712,000 
pesitional 1 Setae CAB rete eh te een ho minl ay Le hae AOR Keay _ 15,000, 000 20, 000, 000 


77,851, 336 117, 737,000 
ae Amounts available from Depreciation Reserve and Debt Discount 
einer Se VT Evel Nii ceglihtenw MAE Ie) SUB eee ain We i Cae ena Yeah ASE Near Mot Naa 16,517,396 16,522,000 . 


Se a ae ke 


: 61,333,940 101,215, 000 
4 FR ne a I TC TOR a aerator tusnenarto i ee 
Under C.N.R. Financing and Guarantee Act (No. 2), 1951, authority was 


A given to make expenditures for new equipment amounting to $55, 581,816, also 
: delivery is anticipated prior to July 1st, 1952. 


4 Deliveries: PUnWOad Pee seta rok, ib SEL EET ein $ 3,225,924 

/ IDELIVGTIGS UTED BO: a NES op Gre amin NGA Ah 55,605,508 

= $58,831,432 

: Authority for the overexpenditure of $3,249,616 will be sought notes the 
d 1952 Capital Budget. 


56982—44 
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CANADIAN NATIONAL RAILWAYS 
1951 CaprraL EXPENDITURES COMPARED WITH 1951 BuDGET— 


BY REGIONS, DEPARTMENTS, ETC. 


1951 1951 
Capital ‘ 
. Expenditures Budget 
Additions and Betterments mo 
Atlantic Region, incl. Newfoundland Dist..... $ 3,521,280 - $ 4,580,868 
Central Region, incl. Montreal Terminal Dev. 11,411,278 18,519,722 
Western Region, incl. D.W. & P. Ry........... 5,892,011 ~—-:11,779,205 
Grand Trunk Western Railroad............. 2,056,075 5,708,873 
| Central’. Vermont Railway. .50 0. sce peers es 994,502 377,096 
Subsidiary . Companies) 0 soc): ies sw alele © erie Cr. 5,395,483 285,149 
Express, Communications and Other 
PDEDATTMIONIES (15.50 tie Sts oe talents see oie betes rin ele ele , 7,401,336 12,961,576 
Additions and Betterments to Equipment— 
OSA TRACE A Ge Were a alld Sk eid ene ie ta eo Cekcretae tote pues Ve 4,544,904 6,006,106 
Equipment Retirements... .....-...c02+eee08% “Cr, :* .5:080,532) 1Cr.- = 963515,772 
25,345,371 54,702,823 
Less: Portion of projects included in above 
requirements not physically completed by y 
the end of they year 0!) oie as ewes eles wre ae 17,400,000 
Sherridon—Lynn Lake Branch Line.......... 1,206,873 
Total—Additions and Betterments—Net.. $26,552,244 $37,302,823 
RMS AECTUILOINICHE io. Glee tena net ene a Yea k es eg plteliot as Me $44,145,175 $56,722,177 
POHL eee eae tans lee asl onlay aight” ML Maye tele tater sto $70,697,419 $94,025,000 
New Equipment 
Financed through Equipment Trusts 
SETICS OL) vile vane sleeic ining eR RG ER Rises se $ 305,827 
SETIES POV? AS, is Wi be lng hee wie Moree wesw hit ten wale 8,877,453 
$ 9,183,280 
1952 Budget—Delivered in 1951.............. $ 3,225,924 


Total Expenditures im 1951.............. $83,106,623 


Bad segs et, 


» Less Revotes ........... 


Subsidiary Companies ... 
Less Revotes a ee RAS 


q ‘Departments ata #) Aavabersts 
B® Less Revotes ........... 


4 Equipment Conversions . 
_ Less Revotes ........... 


Less: 
Equipment Retirements 
_ Projects Uncompleted. 


q Less: 
evyotes. 2 s-0 Ses ak 
_. Projects Uncompleted. 


D) 
a 


q Net Additions and Betterments—General 


- 


1952 1951 
$ $ 
41,769,231 40,965,764 
15,068,736 12,153,357 

373,163 _ 285,149 
Cr. 6,598 Cr. 93,680 
23,241,856 . 12,961,576 

5,743,647 7,845,074 
8,101,278 6,006,106 
2,208,486 2,004,006 
8,108,000 5,515,772 
15,000,000 17,400,000 
SUMMARY 
(23,014,271 22,408,757 
15,000,000 17,400,000 
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(Excluding New Equipment) 
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CANADIAN NATIONAL RAILWAYS 


ADDITIONS AND BETTERMENTS—GENERAL 


1952 


26,700,495 
379,761 
17,498,209 


5,892,792 


50,471,257 


23,108,000 


27,363,257 


65,377,528 


38,014,271 


27,363,257 
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28,812,407 
378,829 
5,116,502 


5,502,100 


37,809,838 


22,915,772 


14,894,066 


54,702,823 


39,808,757 


14,894,066 
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(A) 


| SESSIONAL COMMITTEE 


CANADIAN NATIONAL RAILWAYS 


pie: 


NEw EQUIPMENT 
Cost 
Canadian National Railways Financing and Guarantee Act 1951, 
Statutes of Canada, Chapter 45, empowered the Governor-in-Council 
to authorize the National Railway System to incur commitments in 
1951 in respect of the units of equipment in columns 1, 2, and 3 
hereunder: a 
Column Column Column 
(1) (2) (3) 
S00. iP Switchers! Cia oe ye oan 12 
G60LHP “Switchersiwen see vo eos oa 12 
1000 HP Switchers (C.V.R.) .......... bt 
POUO-1 O00 MEP VROAG iy ne aie hace Gane ek 24 
1000-1200 HP Switchers ........)..... Mares 20 
1000-1200 HP Switchers (G.T.W.) .......... eee 
PHEODETS jpbin\ccu ki asinis o's Gee NE RIC oo title ieee 72 
Sleepers—Buffet. os Noe eae ow ee one ee ee 10 
PICCDETS—— LOUTISE fis tisk vies Siete Ue heie a e ee 20 
1S PSV EG 05 aRMNGRCO Me AURAL TR SLA SVS MR Sm ae RYN 5 
PAP LOT Pa UiTeL: oa. a ie wish ceis a Wares Bleu omic eee 5 
PFATLOT AC ATE iia OU ee Seah hog ia seit ie Chee eae 15 
LOSE T eS ASR NIRA Mebane ates Leia oyu Red, UNM PR 20 
Diner (Newfoundland) 3. :s...54.00. Sue eee ’ 1 
BSOC CIE ce chee nied nui, Kitna, owe ery eee tiee ak ee 47 
OAC AGE TE.) ic), hom aiuty da pete ene vere te ene 5 
Basa se eae ea sot ARIA oe Ion te We Leet ESR 60 
PLUTOMODIIC Cars: i4.3 o ures | ou pk olats ws steevtoy tte 1000 
Gondolas—Drop End—70 tton............... 1500 
Gondolas—-70 on oto ie ue ease eens 6 te 750 ee 
Gondolas—70 ton (G.T.W.) ........cccee cece 300 
Hoppers—Triple—70 ton ..........cceccees 500 
Hoppers—Triple—70 ton .............0000- 750 
Hoppers—70 ton (G.T.W.) .......c cs cccceuee 506 
Hoppers—Covered—70 ton (G.T.W.) ....... 125 
Hoppers-—-Covered (i56. sites sicke o oa a oe 125 
BOX CATS——O0 WON iio Sn ecerasothe ed Boe ciate chee ee Oe 500 1000 
Box ‘Cars—50 ton (G:TW.) in c.c. cess cee 350 
Box Cars==50 POm ities bei. Sa te where oe et he Cee 130 130 
Box Cars—30 ton (Newfoundland) ......... 50 
Flat—Steel Underframe ................... 300 
Flat—Steel Underframe ...............00-. 500 ~ 
-Stock—Steel Underframe (Newfoundland) .. 10 
Canadian National Railways Financing and Guarantee Act (No. 2) 1951, 
Statutes of Canada 1951 (Second Session) Chapter 9, authorized in 
the manner therein set forth the financing of the new equipment 
tabulated in column .(1) above to the extent of $55,581,816. This 
equipment has all been ordered and delivery is anticipated prior 
to July 1, 1952. ; 
Authority is desired for the financing to the extent of $20,389,043 of 
the new equipment tabulated in column (2) above, all of which has 
been ordered and will be “delivered.in 1952.....:....2.......05. $20,389,043 
Authority is also required for the financing of an additional amount 
of $8,325,822 by which the currently estimated cost of new equip- 
ment, the financing of which was authorized under the provisions of 
_the above noted Statutes, exceeds the estimated cost of such equip- 
ment at the time said Statues were enacted.............cccccecee 


Equipment tabulated in column (3) was not ordered in 1951, but it is 
anticipated that orders can be placed during 1952 and that a portion 
of such equipment will be delivered in the spring of 1953. Therefore, 
reauthorization of the ordering of said equipment to the extent of 
$43,767,655 is now required. 


8,325,822 
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Total 


(B) New Equipment (1952 additional orders), authority for the ordering 
and tto the extent indicated, for the financing of which must be 
obtained through the 1952 Capital Budget: 
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CAN ADIAN NATIONAL RAILWAYS—Con. 
New EQuUIPMENT—Con. Estimated 


Cost 


600 HP Diesel Electric Switcher 

Coaches 

Gondola—Ore Type 

Hopper—Ore Type 

Flat (Newfoundland) 

General Service (Newfoundland) 

Refrigerator (Newfoundland) 

Snow Plows (Newfoundland) 

Snow Plows (Canadian Lines) 

Snow Plows—Russell (Canadian Lines) 
Gordon Spreaders (Canadian Lines) 

Ballast Cars 

Air Dumps 

Diesel Industrial Hoist (G .T.W.) 

Burro Crane (G.T.W.) 

Locomotive Crane—25 ‘ton 

Spare Equipment—Diesel Locomotives (G.T.W.) 
Steel Tank Cars—Secondhand (G.T.W.) -— 
Traction Motors—Diesel Electric Locomotives 
Traction Motors—Diesel Electric Locomotives (Newfoundland) 
Traction Motors—Multiple Unit Cars 

Water Transports (AFE 71/294) 
Locomotive Cranes (AFE 71/279) 
Hopper Cars (Aluminum) (AFE 71/283) 
Wrecking Crane (AFE 71/284) 
Diesel Engines (AFE 71/293) 


cost $25,059,952, of which $2,413,092 will be required to cover 


-estimated deliveries during 1952, and also, of which it is anticipated 
some additional portion will be required for deliveries prior to the 
enactment of the Canadian National Railways Financing and 
ASUaTADiGes ACt OL PID a hes cs muita s wala aoe past okiels 7m oft wiele,c.d ei ele afelura aie 

(C) New Equipment to be included in the 1953 Budget Program, authority 
for the current ordering of which, to secure 1953 delivery, must be 


$2,413,092 


obtained throug the 1952 Capital Budget: 


22 


=] 
COG wWH 


600- 660 HP Road Switcher 
1000 HP Road Switcher (C.V.R.). 
1000-1200 HP Road Switcher (G.T.W.) 
1200 HP Road Switcher (Newfoundland) 
“1500-1600 HP Road 
Coaches 
Baggage 
Box (Canadian Lines) 
Box (Newfoundland) 
Gondola (Canadian Lines) 
Gondola (G.T.W.) 
Hopper (Canadian Lines) 
Hopper—Covered (Canadian Lines) 
Hopper—Covered (G.T.W.) 
Flat (Newfoundland) 
Flat—Depressed (Canadian Lines) 
General Service (Newfoundland) 
Refrigerator (Canadian Lines) 
Refrigerator (Newfoundland) 
Total Cost $56,721, 195 


It is anticipated that some portion of this equipment will be delivered 
prior to the enactment of the Canadian National Railways Financing 
and Guarantee Act of 1953. 


Total—New Equipment ........... see cece cece eee eens $31,127,957 
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° ACQUISITION OF SECURITIES 
1951 1951 1952 
Budget: Actual: Budget 
$ $ 8 
Toronto Terminals Railway 
(Joint with Canadian Pacific Railway Co.) General Addi- 
tions and Betterments—C.N.R. Proportion 50%.........). 000.0. ence fee ee t.. ne 62, 500 
Northern Alberta Railways 
(Joint with Canadian Pacific Railway Co.) General Addi- 
tions and Betterments—C.N.R. Proportion 50%......... 300, 000 275,000 © 250, 000 
Trans-Canada Air Lines : 
Temporary Deposits made with Canadian National Rail- 
HC CA SP WR LOL ag eRe ear Cote PME RULE Bra UST PONT, WE ac ears ap aie a 5 cA Grd ,.000,000 9. oo eee 
Chicago and Western Indiana Railroad 5: 
Advances under agreement of March NSO ee eee Mone inte 195, 000 206, 714 - 202,900 
Atlantic and St. Lawrence Railroad | 
Purchase: of Capital SLoekes se oo ig vie a a Ge ee pa OO eos car ame es 1,500 
New London Northern Railroad Company 
Purchase of Capital Stock and iodempeiee of funded Hebe. 3,215,000 21012 AG aise ele hae 
3,712,000 |Cr 7,846,083 - 516, 900 


CANADIAN NATIONAL RAILWAYS 


CONSTRUCTION OF NEW BRANCH LINE FROM SHERRIDON TO LYNN LAKE, 
PROVINCE OF MANITOBA 


Authorized by Chapter 44, Statutes of Canada 1951 


Total Estimated Mileage: . 155 
Total Estimated Expenditures: $ 14,725,000 


A reconnaissance survey to establish the general route was completed on 
February 5, 1951, and preliminary ground surveys, with relative projected 
location, were completed on August 30, 1951. 


Two parties are presently engaged in staking the location. One party has 
worked northerly from Sherridon for a distance of 90 miles, and the other 
party has completed 30 miles southerly from Lynn Lake. This work is well 
advanced, with only 27 miles remaining to be staked. 


Contract for clearing, grading, installation of culverts, construction of 
timber bridges and concrete substructure for steel bridges over the Churchill 
River has been awarded to C. A. Pitts, General Contractor Limited, Toronto, 
the lowest bidder. 


Clearing of the right of way has been started. Rock drilling was started at 
Sherridon on September 29, which is the initial operation for excavation of rock 
cuts in establishing the roadbed. Track ties, rails, and materials for culvert 
and bridge construction are being delivered and stock-piled at Sherridon. 

It is estimated that the total expenditure on this project for the year 1952 
will be $7,800,000. 
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CANADIAN NATIONAL (WEST INDIES) STEAMSHIPS, LIMITED 


1951 1951 1952 
Budget: Actual: Budget: 
$ $ $ 
Income Account * 
Operating Revenues....... Ga Ua eR REORDER UE SA 5, 692, 582 6,808,478 6, 261, 024 
Operating Exxpenses...... eS cL an Me aa BecR Tce, st pete eke 6, 102, 120 6, 840, 054 6, 580, 062 
ONS paved nie? aa WV rae) & an eed nor IPE ie rag a eh ets 409, 538 31,576 319, 038 
Vessel replacement fund earnings...............--.-++++-5: 125,000 130, 368 145, 500 
Interest requirements on 5%—25-year Bonds due 1955, 
principal amount $9,400,000................ se eee eee 470, 000 ~ 470,000 470,000 
Interest on Government Notes and Advances............. 90, 462 95,785 90, 462 
BHCC IP LICTETUCY sos 6 ercPee ie tiae sy wer niles gee each 845, 000 466, 993 734, 000 
Capital Budget 
CSemie ad: aE GTI CHCS she eoetce Lope ce ih baste a ea knee oc ee Ls Aled Pee ahaa ak oy He ae eee aa 58,000 


CAD. LOA Res BS EPID NS CARSON TON ASEAN Lre ah ea De a eis A ed Doe eto cctomen Eee TT SS PS 
Note:—Funds for Capital Expenditures to be provided from Vessel Replacement Fund. 


Mr. Gorpon: Perhaps you would like to have me make a few explanatory 
comments to direct your attention to where you will find particular material. 
On page No. 1 which is headed “Summary forecast of financial requirements— 
year 1952—members of the committee will see that we have again stated the 
figures for income against the same figures which you looked at in the annual 
report. The estimated figures for 1952 are set against the actual results of 
1951, and you will observe we have estimated operating revenue at $663,090,000, 
and operating expenses at $613,828,000. Now, that is nothing better than an 
informed guess. We, of course, cannot do much better that that, when looking 
a year ahead, and the basis of our guess is that we are assuming very little 
change in the volume of freight and passenger traffic as nearly as we can work 
it out. It does recognize the increased freight rates that we got from the recent 
decision of the Board of Transport Commissioners, but it does not make any 
provision for a possible readjustment of wages this year. Reference has been 
made to the reopening of the contracts which expire in September and, of 
course, those discussions have yet to take place. We show the income deficiency 
of $18,025,000 as compared with $15,031,996 for the year 1951. That makes no 
allowance for the effect of any possible recapitalization that the government 
may be prepared to bring in this session. 

Now, I do not think I need to take any more time on this table; it seems to 
me to be self-explanatory; but if members would like me to deal with each 
table for questions, I will do so as we go along. _ 


The CHAIRMAN: I think that would be preferable. 


Mr. MacpoNNELL: What is the reason for the rise of $5 million in net 
income charges, excluding interest? 

Mr. Gorpon: That is covered in page 26 of the annual report. That is 
due to the fact that we had in the year 1951 certain non-recurring credit items, 
one representing $1.5 million book profit on the sale of the Rail and River 
Coal Company, one representing the figure we discussed on the Abitibi Pulp 
& Paper sale of land, which we took into account but which you pointed out 
could be considered a capital gain. Also, there was a final adjustment with the 
city of Montreal for taxes amounting to $1 million, representing a long standing 
case which we settled after about 15 years negotiation. 
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Mr. MACDONNELL: The increase in interest of $5 million on government 
loans, that is due to a change of interest rate and not’an increased amount? 


Mr. GoRDON: Both. The rate charged us by government is based on the 
current market rates, but the major part of it is due to increased amount. 


Mr. FULTON: Could you elaborate on that? 


Mr. GORDON: We increased our government advances by $117 million, 
of which $73 million was new. In other words, we increased. our borrowings 
from government and, therefore, the interest charge has increased with 
increased borrowings. That represents the higher interest costs shown in this 
estimate and, as I pointed out yesterday, the increased borrowings from govern- 
ment that was not capital expenditure. : 

Mr. FULTON: Yes. 


Mr. GorDoN: Then, on the second table there, the capital budget, I have 
headed it Capital Budget, 1952. This represents what might be called the new 
requests for 1952. The first item is additions’ and betterments, totalling 
$27,363,257, and if members of the committee will turn to page 5, which is in the 
same group of papers before you, you will see the breakdown there in respect to 
those figures. Now, you will see the comparison there. Our road account, that 
represents actual new expenditures charged to capital account in railway facili- 
ties, operating. For instance, rails and rail fastenings, tie plates, rail anchors, 
bridges, culverts, generally everything going into the operation of the road as 
such represents the capital portion which is not charged to maintenance in our 
ordinary operating expenses. The re-vote figure which you see there represents 
the carry-forward of projects which were previously authorized, generally 
‘speaking, but were not processed to completion at the end of the calendar year, 
and, therefore, they lapsed and had to be re-voted. I think that covers the 
major items there. You will notice the equipment, additions and betterments 
there, a figure of $8 million. That represents the amount that we ourselves 
spend in our own jobs for converting or for rebuilding existing rolling stock 
equipment. That is distinct from new equipment. That is rebuilt equipment 
prepared by the railway in its own shops. ie 

“Mr. Fraser: I was going to ask you a question. I understand that there 
is some agreement between the railway now and one of the oil companies to 
_ carry all their oil on the railway instead of in tank trucks. Would that cover 
tank cars? 

Mr. Gorpon: No, the tank cars are usually provided under arrangement 
where we rent them. They are usually rented to us on a mileage basis. 
Usually, the oil companies themselves have their own oil tank cars. We have 
some oil tank cars for our own service but, generally speaking, they provide 
their own. 

Mr. FRASER: Under this agreement which I understand you.have with 
an Oil company to carry all their oil, I was wondering about that new 
equipment. 

Mr. Gorpon: If it is the same one I am thinking of, I am reasonably sure 
that part of the agreement is that they provide their own cars. 

Mr. FRASER: They rent their own cars? 


Mr. GorDon: They provide their own cars and we pay a rent for their 


use as against the freight rate we charge them. 
Mr. FRASER: You charge them? 
Mr. Gorpon: Yes, for hauling them. 
Mr. FRASER: For hauling, and you are charging a lower rate than before? 
Mr. Gorpon: No, you are mixing this up with the agreed charges. 
Mr. FRASER: Yes. 


Ne TE EE ee eT ee Le ee eS Se ee ee ee ee 
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Mr. Gorpon: Well, the agreed charge was an agreed charge that we entered 
into with certain oil companies in the west for their undertaking to give us © 
a fixed proportion of their traffic. They did get a better rate than was formerly 
quoted them. That rate has not yet been confirmed. It has been protested 
by the truckers and it is now before the Board of Transport Commissioners 
for adjudication. The interested parties on the other side have the right to 
appear before the Board and object to our agreed rate, and our case is pending. 
I would not, therefore, care to express any opinion on the points involved. 

Mr. MAcCDONNELL: I am not sure I understand the figure on page 5, equip- 
ment retirements of $8 million odd. That work was done in your own shops, 
but what I am not sure about is the way it is treated financially. 

Mr. Gorpon: This equipment which has been retired from service was 
obsolete or worn out. 

Mr. MaAcDONNELL: How, exactly, does that operate? You add that into a 
total figure of $23 million odd, which you take away from you total require- 


ments of $50 million. 


Mr. GorpDon: Yes, but you will find it is put back again later on in another 
statement. This is only netting it out to show what the effect is for 1952. 
If you turn back to page 1, the next item of interest is the new equipment. . 
That is, the 1952 orders. It is necessary here for me to give a word of 
explanation as to why this form of budget is changed from previous presenta- 
tions. We have run into a situation now that under present day conditions, 
with the extreme demands on all suppliers and so forth, it is necessary for 
us to place orders far in advance of the day we may expect to get them. We 
may place orders this year and see no possibility of getting actual deliveries 
until 1953 or even into 1954. So you will find as we go on here, that the 
authority we are asking here, specifically covers what we expect actually 
to pay for in 1952; but then we are asking for commitment authority whereby 
parliament will authorize us when this budget goes before it to place orders 
only; it does not cover the authority for financing because we are actually 
not going to pay out money until the year in which the equipment is going 
to be delivered. That is why this year shows $25,059,952, only $2,413,000 of 
which is shown in this part of the budget, being our estimate of the actual 
amount of money we will be paying out in the year 1952. If you will turn 


-_to page 8 you will see a list of the equipment which we are asking for; for 


which we are now asking approval—on page 8, in the detail there, you will 
find at the top margin, at the top of page 8, the items which make up the 
value of $25,059,952. That makes the requisitions that we are making for 
the year 1952. 

Mr. MAcDONNELL: But you are only required to pay a small portion of that 
in 1952? 

Mr. Gorpon: We will only need $2,413,092 in cash this year. The orders 
will be placed and there will be a legal commitment for them; in other words, 
when we are able to get all the supplies to take on what we are offering. . 

The CHarrMAN: And that will require a re-vote next year? 

Mr. Gorpon: Yes. It will come under the financing Act of 1953. That is the 
amount of commitments this year. You will find, a little later on, in your 
Financing Act that authority will be asked for a firm commitment, a commit- 
ment in respect to payment which will be held in reserve; otherwise, the rail- 
way would be in a very unsatisfactory position and so would the Minister of 
Finance. Since we would be placing orders for $25 million of equipment with- 
out having any legal authority to do so and without having the money to pay 
for such equipment. I have taken the question up with the government and 


they have agreed that this is the proper way to do it, to get authority in the 
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Financing Act to make the commitment, and then we will vote the money later 
on in the budget for 1953 or 1954 as the case may be. Perhaps it will make ita 
little more clear when you turn to the next page where I deal with the financial 
authority as distinct from the budget request. And now, you will see that 
the equipment there is set down in detail. I do not know if there are any 
particular questions about that. This represents our judgment of the amount of 
equipment that we really need to either replace or add to our inventory this 
year. a 

Mr. FRASER: Is there anything in there on account of signalling equipment? 

Mr. Gordon: On account of what? | 

Mr. FRASER: On account of the signal blocks you put in there in your opera- 
tions this year. 7 

Mr. Gorpon: I am not sure what you mean in that regard, Mr. Fraser. 

The CHAIRMAN: Mr. Fraser, the reporter indicates that individual conver- 
sations cannot be heard and do not get on the record. If you want them on the 
record you will have to speak up so you can be heard. 


Mr. FRASER: I will use my loud speaker. 

Mr. FuLtTon: How much of a carry-over have you got this year with respect 
to equipment purchased but not delivered. 

Mr. Gorpon: I think that you will find that information on the next page. 
If you will just leave it until I come to the next page you will be shown there. 

Mr. FULTON: All right. 

Mr. GorpDon: This operating, you will find this on page 8. If you will turn 
it over to the next page, page 9, you will see it deals with the acquisition of 
securities. Here again, it will help to explain this if you will turn to page 9, 
and there you will find the budget for 1952. It gives the figures which add 

up to a total of $516,900. You will see that this is considerably less than the 
1951 budget because in 1951 we financed the New London Northern Railroad 
Company to the extent of $2,672,000, and the Chicago and Western Indiana 

Railroad to the extent of $206,714; and the Northern Alberta Railways to the 
- extent of $275,000. There is nothing special in this year. Of that $250,000 
represents our joint contribution with the Canadian Pacific Railway Company to 
the Northern Alberta Railways; and there is the item there of $62,500 for the 
Toronto Terminals Railway, another joint operation. Then there is the item of 
$202,900 of advances to the Chicago and Western Indiana Railroad. For the 
most part this item represents our share of funds réquired for joint facilities. 

Mr. MAcDONNELL: What about this acquisition of securities, is that actually 
the case. 

Mr. Gorpon: Well, in the case of the New London Northern Railroad Com- 
pany we actually bought the capital stock. 

_ Mr. MAcDONNELL: Yes. 

Mr. Gorpon: In the case of some of the other items, for instance, the 
Atlantic and St. Lawrence Railroad, we bought the capital stock, a small amount 
which was in the hands of the public. Now that you asked the question, I don’t 
know just what—did we get securities for that? I am informed that we actu- 
ally, when we took our share, we actually took in bonds for the amount, which 
is the same as it being put into new capital. But we djd acquire securities for 
it; in other words, this represents actually new capital. In the case of the 
Toronto Terminals Railway, that is an issue of bonds in this amount. The 
C.P.R. gets part and we get part. Technically speaking, we collect interest on 
these bonds if the operation earns any profit, on the bonds we hold in that 
terminal. | | 

Mr. MACDONNELL: These all represent direct expenditures, invetment of 
new capital? 
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Mr. Gorpon: Yes. Now, the item of 15 million for new working capital I 
think is reasonably self-explanatory. It just represents the fact that we need 
more dollars these days to handle the accumulation of larger credit account 
settlements in transit, etc., to finance payrolls in larger amounts; to cover rising 
inventories. As a matter of fact, and material and supply stocks are pretty 
close to a $100 million. ; : 

Mr. MAcponNELL: And that all comes under the heading of capital ex- 
penditures, but as a matter of fact you get that from the government. 

Mr. Gorvon: It is the same thing, borrowing from the government is just 
the same as borrowing from a private bank and putting it into the capital 
account. And now, turn to page 2, and this year you will find there that we 
require $104,822,000 for equipment and so on, and in comparison with the same 
things for 1951. Now, let us just run down these items. 


Now that Mr. Fulton is here I would like to call his attention to the first 
item of the bottom he will find an explanation of the point in which he was 
interested; that to the extent of $12,577,000 in the number one Financing Act 
of 1951, and $52,355,000 under the number two Act. That has been authorized. 
We do not need any further authority for it, but the moneys will be expended 
this year covering the authorizations that will be given this year; but it is in 
there and it is not necessary to have it authorized again; it is there simply to 
remind the committee that the amounts authorized are due to be expended 
this year but have already been authorized in the Financing Act of last year. 


Mr. MacpoNNELL: There was no special reason why that figure was used 


there? 


Mr. Gorpon: Well, yes, there was. If you go back to the actual equipment 
requirements for 1951, that covers it. The main item there was that we bought 
5,000 box cars because in 1951 we started to get acceleration of traffic which 
arose out of the defence effort and so on and so forth; and the 5,000 box cars 
are the major item in that program. To get the details of it you would have 
to go back to the 1951 budget already approved. 


Mr. MacponneE.Lu: In other words we would have to ask for commitment 
authority for the whole thing regardless of what you expect you have to pay 
for in the current year; I mean, you would not have to expect to pay for all 
of it in the current year. 


Mr. Gorpon: Yes, that is right. The second item—l mentioned the first 
item of $45 million there. Now, the next item, $7,800,000, is for a portion of 
the line, the Sherridon-Lynn Lake branch line, which has been approved by 
statute in which the total cost is estimated at $14,750,000. We may exceed 
that by the time we get through; but the amount of $7,800,000 is what we are 
asking for this year, and next year we expect to be able to tell you how much 
the total cost will be. 3 

Mr. Fraser: And is this Sherridon-Lynn Lake branch a conditional type 
of guarantee the same as the spur line to which you referred this morning? 

Mr. Gorpon: Yes, it is a similar type of agreement which provides that 
there will be a fixed sum each year over a period of 20 years and we in turn 
credit them back a certain drawback on their rail traffic if it exceeds a certain 
amount; the amount which is guaranteed. 

Mr. MacponneEL_: And this is based on a guaranteed minimum amount of 
traffic and the estimate of other traffic available? 

_ Mr. Gorpon: We really divided it in three parts in the agreement we made. 
Sherritt-Gordon undertook to underwrite $5 million into this line on a 20 year 
basis, which with interest will give us, over a 20 year period, about $7,500,000, 


and we have undertaken, to credit them with the amount by which operating 
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earnings exceed the amount which we put into the formula. The second $5 
million was put up by the Canadian National Railways as a capital expenditure, 
representing our assessment of what we thought we were entitled to spend in 
putting in that particular line; and then the government has given a subsidy 
over and above the $10 million in view of the pressing urgency in getting this _ 
line into operation by October of 1953 by reason of the high priority needs of 
defence contracts. That amount over the $10 million, represents a bonus for 
delivery, for the cost of getting the line built within a stipulated time limit. We 
have had to put in some very extreme and costly methods in order to get it 
through in time. That is all covered. 

Mr.-MACDONNELL: There will be other traffic? 

Mr. GorDoN: There will be some fish and some mineral and so forth. It 
looks as though Sherritt-Gordon will produce most of the traffic, but there 
will probably be a certain amount of fish, and there may be other discoveries 
in the line of minerals. 

Now, in the next item here is the figure you were talking about, Mr. 
Macdonnell; the $23 million figure for Revotes. The next item is an over-run in 
the cost of new equipment authorized in 1951. ‘That is on page 2 there, the 
item of $8,325,822. In other words, Mr. Fulton, I explained it when you were 
out; the figures you are looking for you will find in the first item at the bottom 
of the page. You will find there $12,577,000, and the $52 million—I am just 
using round figures—representing equipment that has already been authorized 
but which has not been delivered, and we expect that to be delivered during 
this year, or the greatest part of it; so we do not need any further authority. 
for it, it has been placed in last year’s Act. That is the figure in suspense that 
you were looking for. Well now, that has been exceeded, that $8,325,000. 
Obviously, when we put these figures in we put them in on an estimate basis | 
and we estimate as best we can the amounts we require, and that was the amount 
of the original estimate of the cost of equipment submitted to this commitee. 

Most of these contracts for equipment have to be estimated on an escala- 
tion basis, the base price plus an escalation clause. We need authority for — 
that and that is why this is put in separate, because it is not covered in a 
previous vote. | 

The next item for expenditure authority in 1951 is $20,389,043. You will 
find a footnote on that there. If you will look at the second footnote you will 
find that the C.N.R. Financing Guarantee Act of 1951 contains an authorization 
of orders for $111 million; and if you turn to page 7 you will find a breakdown 
of that very large figure; in round figures, $43,767,000, representing passenger 
equipment which was not actually placed on order. Well, the Financing and 
Guarantee Act of 1951 authorizes the expenditure of an item of $111,512,000. 
But we only used that authority to the extent of the difference between that 
figure and $43,767,000; and that figure is spelled out in page 7, representing 
passenger equipment tabulated in column 3, which has now been placed on 
order, and therefore we need to have a supplementary vote. 

Mr. FRASER: That is on order now? . 


Mr. GorDon: That is not exactly on order. We have called for tenders 
and before going further we need authority and we are requesting it in this 
budget because technically it is an expenditure authorization which expired 
at the end of the present calendar year. 

Mr. MACDONNELL: You said that you had a commitment for $111 million 
odd; is there a breakdown of that on page 7? Really, I think that is what it is. 

Mr. GORDON: Yes. 

Mr. MACDONNELL: I was just wondering if you could give us more infor- 
mation on these figures. 
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Mr. GORDON: Some typical unit costs are as follows—mind you these are 
_ subject to amendment and are only an indication—is it first class passenger 
~ coaches and that sort of thing you want? 

Mr. MACDONNELL: Yes. 

Mr. Gorpon: Well, take these items: sleeping cars, $245,000; buffet and 
sleeping cars run about the same. Cafe parlour cars $242,000; dining cars 
$247,000—and these costs really mount up. First class coaches some of which 
are contained there run about $155,000. 

Mr. MAcDONNELL: Just one other question? What about box cars? 

Mr. Gorpon:.A box car is now costing: about at 300—the last figure we 
had on box cars. 

The total of column 1, if you will look at the table in front of you, comes 
to $55,581,000; the total OF column 2 comes to $20,389,000; and the total of 
column 3 comes to $43,767,000. 


Mr. FULTON: Well, Mr. Gordon, in the footnote on page 7, the bottom note 


on the page, and also in your annual reports in paragraph 25 you say you do 


not expect deliveries much before 1953? 
Mr. GORDON: Yes. 


Mr. FULTON: I am wondering therefore why you now include this $43 
million, as I understand you are, in your budget? 


Mr. Gorpon: I explained that when you were out. The reason for it is 
this. We are not asking for a financing authority, we are asking for a commit- 
ment authority. I explained that we now need much of what is called lead 
time, that orders placed this year will not be delivered until 1953 or 1954. 
We would be in a very fortunate position, having placed $40 million or $50 
million worth of equipment if we had no legal authority for payments. We 
are asking this committee and parliament to undertake that commitment— 
the commitment carries with it the obligation for payment but payment would 
not be formally authorized until the financing act for the year in which we 
expect delivery. 


Mr. FuLTon: That $43 million is not an actual figure in the budget? 


Mr. Gorpon: Not at the present time. It will probably appear in the 
budget of 1953 if we get delivery at that time. 
Now, that covers the second note—the next commitment authority. I have 


& really covered the three items there and if you turn to page 8 you will find 
for 1952—well, I have covered page 8 and the $2,400,000. I covered the top part 


in my previous comment. The bottom part on page 8 covers new equipment 
including the 1953 budget program authority for orders which we get through 
this arrangement. In other words that is again a commitment authority and 
we do not expect delivery until 1953. 

Hon. Mr. CHEVRIER: $56 million? 

Mr. Gorpon: $56 million, yes. 

The bottom note’on page 2 is an innovation. This is to take care of the fact 
that despite our best guesses we cannot tell delivery dates and we might find 
ourselves in the position of getting deliveries of equipment in the early part 
of 1953—-which is not covered in the budget formally and authority for which 
we could not get from the committee until we sit at this time next year. 
To take care of that contingency we ask for authority for the Minister of 
Finance to make advances if necessary up to an amount of $50 million against 
equipment to be delivered in the spring of 1953. Then, that would be formally 
authorized in the Financing and Guarantee Act of 1953. That is really a petty 
cash fund, if I may call it that. 

Mr. Futton: Just so call as you do not call it “sundries”. 
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Mr. Gorpon: Otherwise we are up against these legal technicalities. We | 
want to be strictly regular in this thing and we are up against the legal tech- 
-nicality of at least having to have the legal power for the Minister of Finance 
to advance the money. This regularizes it if it is put through in this form... — 

Now, if there are no questions on the equipment I suggest that pages 7 
and 8 are really the meat of the budget. Apart from that I think we have 
pretty well covered it—apart from road requirements. 


Mr. FRASER: I notice on page 8 under (b) you have 30 air dumps. I imagine 
that means “pumps’’. 


Mr. GorDON: What did you say? 

Mr. FRASER: On page 8 you show “air dumps.” 
Some Hon. MEMBERS: Cars. | 

Mr. FRASER: Dump cars are they? 

Mr. GORDON: Yes, they are not pumps. 


Mr. FRASER: I wondered what it was. It says “air dumps’; it does not 
say “cars’’. 


Mr. FuLToN: Have you any means of BRawine or do you know how your 


program for new equipment acquisition compares with that of the Canadian — 


Pacific Railway, bearing in mind the larger system which you operate? Is it 
proportional? | 

Mr. Gorpon: It is varied. I do not know if I have the figures but I was 
looking at them the other day. They have done better than we have in the 
earlier period but we are catching up now. Over a period of say six years the 
general relationship is about the same having regard to the size of the system 
and the amount of traffic handled. 


Mr. MAcDONNELL: You are speaking now of the acquisition of rolling 
stock? 


Mr. Gorpon: The acquisition of rolling stock yes. They started earlier 
than we did. 

The CHAIRMAN: Are there any further questions in regard to the budget? 

Some Hon. MEMBERS: Carried. 

Mr. PouuiotT: Before it carries, Mr. Chairman, did we eee at page 6? 

Mr. GorRDON: Page 6 is the forecast for the actual additions and betterments 
and upkeep of the roadbed and the road itself and in addition various depart- 
ments of the railway. It is spelled out there and various headings given 
you of amounts which are being spent on new lines in regions in which these 
amounts have been spent. There have been references thoughout the course 
of the report as to the amount of money, for instance which the railway spent 
on rails, fastenings and so on in the various regions. 

If you will look at page 6 you will find that under rails, fastenings, tie 
plates, and rail anchors, across in tabular form we have shown the amounts 
spent in each region. Behind that again is a mass of detail breaking it down 
into thousands of individual items. For the purposes of the committee we 
have summarized it in this tabular form to give you the comparison. 

Mr. McLureE: I notice one item there, highway crossing an 

Mr. Gordon: Which item? 

Mr. McLure: Highway crossing protection for the Atlantic region, $53,000. 

Mr. Gorpon: That usually arises through the Board of Transport Com- 
missioners orders. It usually arises through applications that are made by 
municipalities and other authorities and it represents our share of the cost 
as ruled by the Board of Transport Commissioners. 
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Mr. McLure: aie reason I mention it is we had a very serious accident _ 
a on the C.N.R. at Traveller’s Rest last year which took the lives of three people 
and left others in a rather precarious position. I was wondering whether 
there was anything going to be done for that crossing. 

Mr. Gordon: Where did you say that was? 

Mr. McLureE: Traveller’s Rest. j 

Mr. Gorpon: No. That $53,000 is represented by two items: one at 
Goose Pond, Nova Scotia, $13,300 for eliminating a crossing by a diversion 
of a public highway. The other one is in Thorburn subdivision replacing a 
highway crossing by an overhead crossing. 

Mr. Poutiot: Mr. Gordon, there was some correspondence between the 
Department of Roads in Quebec, the railway SHAE EHLERS and the Transport 
Board regarding a trestle at Trois Pistoles. 

Mr. Gorpon: Under this heading? 

Mr. PouuiotT: Yes. 

Mr. GorDon: There are some cases, Mr. Pouliot, during a year where we 
charge an item of this kind to contingency fund—if it arises as a special 
matter—but in forecasting our budget, for the purpose of this committee, 
the only two items we have are the items I mentioned. I would be glad to 
take a. note of it. 

Mr. Pouuiot: I know there was some correspondence between the Depart- 
ment of Roads in Quebec, the railway management, and the Transport Board. 
The difficulty was that at Trois Pistoles on the Gaspe highway the Department 
of Roads was ready to build a concrete trestle but the railway suggested a 
wooden trestle. 

Mr. Gorpon: I will look the file up. 

Mr. Pou.LioT: There is another thing. I wonder if you will extend the 
railway yard at Riviere du Loup. There was a proposal I think to buy some 
property? 

Mr. Gorpon: We have one budget item in there for a 625 car capacity yard 
to be constructed in future years at Riviere du Loup. At the moment all 
we are doing is acquiring the land. We have not yet put anything in the 
budget for the construction of the yard. 

Mr. PouLiot: You have an item for the purchase of the land? 

Mr. GORDON: That is correct, and that item is $25,000. 


Mr. FRASER: On page 6, under acquisition of securities, what is that, 
a new line that was taken over? 

Mr. Gorpon: Page 6? That is the item I mentioned ‘before covering the 
three items—the Toronto terminal and so on. 

Mr. FuLToN: Mr. Gordon where are you going to put the tunnel in the 
western region? 

Mr. GorDON: The tunnel in the western region? 

Mr. FuLton: Yes, $50,000 for a tunnel? 

Mr. Gorpon: I will find that for you. That item is abbreviated. It is 
really relining of an existing tunnel in the Kamloops division, Yale sub- 
division—and I am quite sure you are aware of that place. 


Mr. FuLTON: You have got a lot of tunnels there and I had hoped it would 
be a survey for a new tunnel. 

Mr. Gorpon: ‘The new item is only a 1952 expenditure of $60,000. The 
total cost will be $250,000 of which $60,000 will be spent this year and of 
which $50,000 will be a charge against capital. The estimated expenditure 

for 1953 will be $190,000. 
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Mr. FULTON: You said once that in your view the line in the Fraser canyon 
particularly was not yet completed and I think you even went further and said 
that you were always having trouble with slides. Have you any concrete pro- 
gram at the moment to re-locate that line, or to re-tunnel it? 

Mr. Gorpon: Yes and no. That line seems to be sliding away all the time 
and we are always re-locating it. It is a major operation. But in the sense of 
finding a new route through the mountains the answer is no. We are constantly 
whittling away on it and trying to improve the bad spots. But as you know, the 
worst spots are at places where there does not seem to be any alternative. 

Mr. FULTON: Perhaps you might go back and tunnel through the mountains. 

Mr. GORDON: We have a number of such projects under examination but 
that is not the whole answer at all. We have done things as I have said, such 
as put in steel pilings in particular spots, where the best engineering judgment 
was that that would cure the difficulty; but the next thing we knew, it blew 
out like that! It meant a cost there from $150,000 to $200,000. 

Mr. Mott: You have an item for a large terminus for the Grand Trunk 
Western in the amount of $1,200,000. 

Mr. GorDoN: Yes. That is for the construction of a new freight classifica-__ 
tion yard at Durand, Michigan; the project is spaced over two years, and the 
division of expenditures will be as follows: the estimated cost this year will be 
$1,200,000; and the estimated cost next year will be $2,304,000, making a total 
of $3,504,000. It is a major project and it arises out of the very large amount 
of automobile traffic that we handle over that. particular line, mostly in con- 
junction with General Motors, I think. It is profitable traffic, and I might say 
that this is a project which has been under way for some considerable time. 

Mr. FULTON: I notice that you are still going to spend more on signalling 
and interlocking equipment in the central region than you are in the western 
region. ; 

Mr. GORDON: Yes and the major reason for that is that we have a project at 
Hornpayne, which has just about reached completion. I think it will be finished 
this year. 

You must remember that the central region is a very much larger region 
than the western region, and the total cost of a great number of small projects 
run up pretty fast in a region. of that size. The major item in it was one 
which was begun two years ago, that of installing centralized control in the 
Toronto terminals and on the Allandale division. 

Mr. FULTON: What is your breakdown for that signal work this year? It 
is that $1,019,000 item. 

Mr. GORDON: You mean in the western region? 

Mr. FULTON: Yes. 

Mr. GORDON: Well I will give you the whole thing. “The larger items are, | 
first of all, $250,000 for the Ashcroft subdivision; that covers the installation 
from Kamloops junction to Ashcroft; it covers the installation of 48-9 miles; 
and the total cost is estimated at $500, 000; and we hope to complete $250, 000 of 
the work this year. 

Mr. FULTON: That is the block signal system? 

Mr. GorDON: That is right; that is $500,000; and the next one is for the 
Kashabowie subdivision which is for epniratized traffic control, with a 1 single 
track main line at Atikokan, which is in the Steep Rock area. 

Mr. FULTON: Is that in the western region? 
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. Mr. GorDON: Yes. That is a large program and it is necessary, because it 
is an alternative to building a double track line. We handle a terrific amount 
of traffic out there, and that is the reason for this centralized traffic control 
~~ whereby we will speed up the traffic. 
Mr. FULTON: What was the first item you gave me? 
Mr. Gorpon: That was $500,000 for the Kamloops division, at Ashcroft. 
| Mr. FULTON: And that is the only mountain stretch that you are going to 
— do this year? : 
Mr. GORDON: Yes, that is right. 
The CHAIRMAN: Are there any further questions? 
Mr. DUMAsS: On page 6, under the heading ‘‘Stations and station facilities”, 
I wonder if Mr. Gordon would tell us if the amount of $567,838 for the central 
region includes the cost of rebuilding the station at Senneterre, Quebec, on the 
transcontinental line? 
The CHAIRMAN: That is one we will reserve for a written answer. Now, 
Mr. Macdonnell? 
Mr. Gorpon: I think I can give you the answer in just one second. No, I 
_ think I had better look into that. 

The CHAIRMAN: He is reserving your question for a written answer, Mr. 
Dumas. Now, Mr. Macdonnell? 

Mr. MAcDONNELL: I wonder if you would be able to help me trace two 
figures from page 7 back into the budget. The first one said: ‘‘Under the stat- 
utes of 1951, the manner of financing the new equipment tabulated in column 1 
above was authorized to the extent of $55,571,816. This equipment has all 

_ been ordered and delivery is anticipated prior to July 1, 1952.”” Where can we 
trace that back? I hope to find something corresponding to that in the 1951- 
authorization, but I did not find it. 

Mr. Gorpon: It is part of the $111 million I referred to. 

Mr. MACDONNELL: Yes, but where do we find that in our 1951 authorization? 

Mr. Gorpon: If you will turn to page 2, you will find that the comment, the 
second note there, reads as follows: “‘C.N.R Financing and Guarantee Act 1951 
authorized placing of orders for new equipment during 1951 (with consent of 
the Governor in Council) amounting to $111,512,920, including certain passenger 
equipment now estimated to cost $43,767,655. This passenger equipment was 
not ordered during 1951 and reinstatement of the expired authority is now 
desired.” 

Mr. MAcDONNELL: Oh, it was allowed to expire? 

Mr. Gorpon: Yes; and now we are re-voting it, to all intents and purposes. 

Mr. FRASER: On page 6, under ‘‘Hotels,” there is an amount shown in the 
sum of $3,549,447; and there is also a re-vote on that. What is that amount for? 

Mr. Gorpon: Mostly for the Macdonald Hotel, and the Newfoundland Hotel. 
The Macdonald at Edmonton and the Newfoundland hotel in St. John’s. 

Mr. FRASER: For those two hotels? 

Mr. GorpDon: Yes. 

The CHaIRMAN: Are there any further questions on the budget? 

Mr. Giuuis: Is there any intention to extend or renovate the hotel in 
Halifax? | | 

Mr. Gorpon: We have nothing immediately before us. The question has 
been raised, and I received an examination report to show what was possible 
in the form of the construction of the hotel; but we are not at the moment | 
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considering a definité investment. It is merely in the first investigation stage. 
It could be expanded on its present location; but whether or not it would be a 
justifiable capital expenditure is something which needs more consideration. 

Mr. GiLuis: The hotel is not adequate to take care of the present business. 


Mr. FRASER: What is the total amount with respect to the Newfoundland 
hotel? 


Mr. Gordon: You mean in this budget? 
Mr. FRASER: Yes. 
Mr. Gorpon: I think the grand total for the Newfoundland hotel is about 


$13 million because of the modernization of the Newfoundland hotel but the ~ 
amount which we re-voted this year is $838,000; but as I have said, the grand © 


total, when the job is finished, will be about $1, 235, 000. 


The CHAIRMAN: Are there any further questions on the pidget? If not, is 
the budget carried? 


Carried. 


Mr. FuLtTon: On the steamship budget I see you are expecting a reduction 
on the Canadian National Steamships. Why is that? 


Mr. Gorpon: I am sorry, but I could not hear you. 


Mr. FuLTON: You anticipate a oe in revenue on the West Indies 
steamships, at page 11. Why? 


Mr. Gorpon: Just one moment until I find that. You are now talking about 
our forecast as compared with our actual? 


Mr. FULTON: Yes. : 
Mr. Gorpon: My report, which I received on this matter, reads this way: 


During the first three months of 1952 our tonnage and revenue 
exceeded the estimate, but for the balance of the year it is extremely 
difficult to forecast what the results may be, due to the uncer- 
tainty of the amount of dollars that will be available to West Indies 
merchants; furthermore, the entire shipment of flour to Jamaica for 
April (70,000 bags) has been purchased from United Shigles mills for 
shipment through United States ports. 

Effective March 3rd southbound freight rates to Bermuda and the 
eastern group were increased 10 per cent with the exception of flour 


and fish. The flour rate to Jamaica, which was extremely low, was — 


increased 18 per cent effective February lst. 


This is our best guess of what we expect to happen in terms of the prospects 


as we see them now, but I would not be too confident about them because they ~ 


may change materially. 
Mr. FuLTON: Is the loss of the flour shipments a major oe, to you? 
Mr. GORDON: It seems to be, yes. . 
The CHAIRMAN: Are there any further questions on the budget? 


Mr. FOLLWELL: I would think that along with an item for the requirements 


by regions there would be something with respect to the expected revenue by 
regions? 

Mr. Gorpon: No, we do not try to break it down that way. Our estimates 
for revenue are a sa of calculated figure and we do it by a sort of percentage 
guess. 


Mr. MAcDONNELL: \You say that authority is required for financing to the 


extent of $30 million. \I find that in the budget. Then you say later: “our 
authorization of the order to the extent of $43 million”. Is it because it is a 
re-order that it does not appear? I refer to the second line on page 7. 
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g Mr. Gorvon: Let me put it this way: We had a financing guarantee which 
authorized us to buy $111 million of equipment; but in point of fact we did not 
place orders for passenger equipment, which would be a component of that 
$111 million. Therefore, because we did not place the orders, we have to start 
afresh, so far as our authority is concerned. But if we had placed orders, we 
would not have needed to come back for authority, because, under the Act, 
if we had placed orders, it would have been all right. But we did not place 
orders, so we have taken the $43 million portion of it and are asking the new 
authority. 
Mr. MAcDoNNELL: That is not in your budget? Where is that? 
Mr. Gorpon: That will not be in the financing budget until we actually 
know what we will get deliveries of. That is why I have the $50 million 
tontingency fund down here. We have asked for tenders on this passenger 
equipment which will cost us, roughly, $43 million, more or less, but I have 
not the faintest idea of the delivery dates, it may be one, two, or three years 
- away. We are asking you to give us authority to order the equipment. That 
is a commitment authority, and then when we know when we have to pay 
for it, whenever it is, we will come back to the committee and ask you for 
- financing authority. 

Mr. MacpoNNELL: Where does that leave you if you get it early next year? 

Mr. Gorpon: If we get it early next year we won’t have any financing 
authority except that you are giving to us in this $50 million contingency fund, 
and if the Minister of Finance has to lend us the money, then in the Act of 
that year parliament will be asked to authorize that. 

Mr. Carter: Is there any provision for additional coastal boats in this? 

Mr. Gorvon: No, there is no provision in this budget, but the question or: 
getting the specifications and the tenders of the coastal boats in Newfoundland 
is well in hand and we hope to have it in our budget for next year, certainly. 

Mr. GILuis: Would you take enough money out of that budget to establish 
a small diner on that night train from Halifax to Sydney? 

Mr. Gorpon: That is a matter under advisement, too. 

The CHAIRMAN: Shall the budget carry? 

Carried. ais 

Gentlemen, you are working hard. There are just two other items, which 


I think we will have no trouble in clearning up by six o’clock and not have 
an evening sitting. If you will turn to the Canadian National Securities Trust 


- statement. 
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THE CANADIAN NATIONAL RAILWAYS 
SECURITIES TRUST ~ 


4 OTTawa, 21st March, 1952. 


The Honourable Lionel Chevrier, Q.C., MBS 
Minister of Transport, 
Ottawa. 


Sir, 


In conformity with Section 23 of The Canadian National Railways Capital 
Revision Act, 1937, the Trustees of The Canadian National Railways Securities 
Trust submit the following report for the calendar year 1951. 


There were no transactions during the year affecting the book value of the 
capital stock of the Securities Trust‘ therefore the amount shown on the balance 
sheet at December 31, 1950, remains unchanged. 


Application was made by the Canadian National Railways for the release, 
for cancellation and cremation, of the following Canadian Northern Pacific 
Railway Company securities which matured on April 2, 1950: 


1. £ 550,000 ($2,676,666.66) 4% First Mortgage Guaranteed Debenture 
Stock (secured by mortgage dated April 2, 
1910). : 


2. £ 417,000 ($2,029,400.00) 42% First Mortgage Guaranteed Deben- 
| ture Stock, Branch Lines (secured by 
mortgage dated March 6, 1914). 


3. £ 464,581 _ ($2,260,960.87 44% First Mortgage Guaranteed Deben- 
ture Stock, Branch Lines (secured by 
mortgage dated March 6, 1914). 


4. £1,027,397 ($4,999,998.73) 44% Second Charge Guaranteed Deben- 
ture Stock (secured by mortgage dated . 
June 23, 1914). 


The securities described under items 1, 3 and 4 were held by the Securities 
Trust as part collateral in respect of indebtedness of the Canadian Northern 
Railway Company to the Government of Canada refunded by the Government 
under Chapter 24 of the Statutes of 1917 and Chapter 11 of the Statutes of 1918, 
and the securities described in item 2 were held by the Securities Trust as part 
collateral for the 6% loan of $1,887,821.16 made by the Government of Canada 
under the War Measures Act of 1918 to the Canadian Northern Railway 
Company. } 

Under authority of Order in Council P.C. 509, dated February 1, 1951, 
the matured securities mentioned above were released and have been cancelled 
and cremated. 


The Trustees present herewith the balance sheet as at December 31, 1951. 


+. 


J. C. LESSARD, 
For the Trustees. 
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The CHAIRMAN: There is no change from last year. 


Mr. FuLton: I do not understand why there is no change because it 
Says on page 5 that application was made by the railways for the release, 
cancellation and cremation of the following securities which matured on April 
2, 1950, and then it lists them there all in sterling, and there are, roughly, 
£ 2,500,000 sterling worth of them. If they matured and were cremated, how 


is it there is no change in the balance sheet? 


Mr. GorDonN: The only man in Canada or in the world who can explain 
that is Mr. Cooper. 


Mr. FuLTon: Mr. Turville, the representative of the auditors of the 


company says that he objects. 


Mr. Cooper (Vice-President, Canadian National Railways): The state- 
ment that there was no change refers to the balance sheet. There was no change 
in the balance sheet, but there was a release of certain of the collateral securities 
held by the trust. Certain securities matured and it was desired to discharge 


the mortgage and get release from the trustees. The securities had to be taken 


from under the trust and they were withdrawn and cremated. There is no 
change in the balance sheet position of the trust. 

Mr. FuLToN: Was something substituted for those securities which left 
the overall position the same? 


Mr. Cooper: It did not affect the overall position. It is just collateral 
security. 


The CHAIRMAN: Shall the Canadian National Securities Trust report | 
carry? 
Carried. , 


Now, we come to the auditor’s report. The auditor is here. He will answer 
any questions, as usual. 

Mr. MACDONNELL: Just before you come to that, is there any man in the 
world who can explain to us in two minutes just what function this sort of a 
buffer state is discharging? | 

The CHAIRMAN: While we are waiting for the auditor to get settled, I 
have answers by Mr. Dingle to five questions I would like to table. There were 
several other questions asked that required written answers which will be 
supplied direct to the member concerned. 


The first answer is entitled Port Hope-Millbrook, and reads as follows: 


PORT HOPE-MILLBROOK 


Work of dismantling line between Port Hope and Millbrook was com- 
menced June 4 and completed July 14, 1951, from Mileage 3-35 north of Port 
Hope to Mileage 17-97, which is at Millbrook. : 


No steps have as yet been taken towards disposal of right-of-way, although 
that is the intention, in order to get full benefit from abandonment of line, 
avoiding maintenance costs of drainage, fencing, etc., or the claims in connec- 


tion therewith. It is definitely not the intention to retain the right-of-way 


between Mileages 3-35 and 17-97 for future use. 


For two miles out of Port Hope there are industries and we will continue 
to serve same. From Mile 2-0 to 3-35 our line has been left intact temporarily 


to serve the Trans Northern Pipeline Company, who are presently bringing in 


construction materials. We plan on removing the last 1-35 miles of track 
approximately at the end of the current year, when it is expected the pipeline 
company will have finished the work of transporting equipment. 
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The second answer is entitled St. Malo Shops, and it reads as follows: a: 
ST. MALO SHOPS 


Mr. Pouliot asked yesterday as to what points cranes from St. Malo were 
transferred following the closing of that point as a locomotive shop. There 
was only one crane suitable for lifting locomotives; this was originally a 120-ton 
capacity crane, later, I believe, increased to 200-ton capacity. Consideration was 
given to the transfer of this crane to Riviere du Loup, Point St. Charles, or 
Moncton. . 

As to Riviere du Loup, the pits are longitudinal, whereas St. Malo Shop pits — 
were transverse, and for this reason the crane was not suitable for Riviere du 
Loup. Besides this, columns and girders in said shop were only built to take 
60 tons, and furthermore, the column centres of the shop could not be changed 
to take the crane length which measured 73’ 82”, as against centres of 66’ 0% 

For various reasons, this crane was not suitable for Point St. Charles, or 
Moncton either. Said crane, therefore, was not used in Railway service. 

The third is a table showing the miles of 56+ rails in the Atlantic and 
Central regions, and this statement will be incorporated in the record as an 
appendix to today’s proceedings (See Appendix A). 


The fourth answer is to a question by Mr. Carter on pensions, and reads 
as follows: 


Mr. CARTER: . 

What pension benefits would an employee of the Newfoundland Railway 

be entitled to assuming he had 8 years service prior to the date of union and, 
say 9 years subsequent service? P : 

Mr. COOPER: 

(a) Under Canadian National rules he needs 20 years service to qualify 
for full pension benefits, and as the employee in this instance did not 
have the required amount of service he would not be entitled to 
benefits from Canadian National. This is in accordance with the 
agreement reached with the labour representatives. 


(b) Under this same agreement the employee in question would be eligible 
for pension benefits in respect of his service prior to the date of union. 
This benefit would be computed under the rules and regulations in 
effect prior to the date of union which were the Civil Service pension 
rules applied to employees of the Newfoundland Railway. The pension 
would be the average compensation during the last 3 years of service 
prior to March 31, 1949 multiplied by i? per cent for each year of 
service. This pension is paid in the first instance by Canadian National 
but is re-collected from the Provincial Government. 

(c) We understand that the Federal and Provincial Governments have 
under consideration the contention which has been made on behalf 
of the men that in such a case the employee is entitled to pension 
benefits for his entire service. 


(d) The above assumes the employee did not contribute to the Canadian 
National Pension Fund. An employee, however, could elect to make 
contributions. He could contribute to the C.N. Fund from the date 
of union but there would be no matching contributions during the 
first 2 years; thereafter his contributions would be matched by the 
Company and he would be entitled to an annuity in the amount which 
the joint contributions with interest would buy. 


Se) ee Ae 


Cae vs 4 ‘ sf ‘ ‘ } ‘ ‘ 
> - na ¥ 
{. 11 & “1 = y ter soy i 


RAILWAYS AND SHIPPING — ay 157 


The fifth is in answer to a question asked by Mr. Dumas. ——- 


Mr. DuMAS asked. “Have there been any negotiations entered into with 
respect to acquiring a right of way through Range 7 in the township of Barraute, 
for the purpose of acquiring land required for the right of way?” 

It is our understanding that the right of way required in Range 7 is owned 
by Barvue Mines Ltd. If however this request is in connection with land 
owned by Mr. Therrien, negotiations have been in hand with this man on several 
occasions, and while a previous settlement was made this had to be changed 
due to relocation of the line. We have now received a final option from this 
man which is presently being studied. 

Hon. Mr, CHEvrIER: I have one in answer to Mr. James. It is in my own 
handwriting and perhaps I had better read it. On June 2, 1950 the city of 
Oshawa sent an application to the Board of Transport Commissioners for an 
order requiring the Canadian National Railways to remove certain tracks. On 
June 9, 1950, the Secretary of the Board of Transport Commissioners advised 
the city of Oshawa that the Board had no power to order. the Canadian 
National Railways to remove their tracks. 

Mr. MAcDONNELL: I will state it briefly. Just explain to us whe? about 
this Canadian National Railways Securities Trusts; what useful function does 
it discharge? Is it a legal company? 

Mr. TURVILLE (representing George A. Touche & Co., Auditors): It is a 
legal company to preserve the rights of the Canadian National Railways in 
the securities that they hold, and as you know— 

Mr. MACDONNELL: Who owns the stock of the Canadian National Railways 
Securities Trusts? 

Mr. TurvinuE: It is owned by the Government of Canada. There is a 
‘recommendation in that regard by the royal commission that it.should be 
acquired by the Canadian National Railways itself. 

The CHAIRMAN: Could we have order, please? 


Mr. MAcCDONNELL: One other question. I notice the balance sheet here 
states you have a balancing figure of $948,000,000, which is titled, amount by 
which the book value of claims and interest thereon per con tra-axbeeted 
the initial stated value. Would you explain that. How is that figure arrived at? 
Is that just a balancing figure? . 

, Mr. TuRVILLE: Yes, it really shows the equity and is correctly described 
~on the balance sheet. 
: Mr. FULTON: In other words, the claims against this exceed by that 
amount the value of the securities? 
| Mr. TuRVILLE: That is correct. 
The CHAIRMAN: Any further questions, Mr. Macdonnell? 
Now we come to the auditors’ report. 
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GEORGE A. TOUCHE & CO. 
CHARTERED ACCOUNTANTS 
LEWIS BUILDING 
465 St. JoHN STREET 
MONTREAL 1 


17th March, 1952. 


CANADIAN NATIONAL RAILWAY SYSTEM 


THE HONOURABLE THE MINISTER OF TRANSPORT, 
OTTAWA, CANADA. 


Sir, We have audited the accounts of the Canadian National Railway 
System for the year ended the 31st December, 1951 under authority of The 
Canadian National-Canadian Pacific Act, 1936, and we now report, through 
you, to Parliament. ; 

Our examination of the accounts was made in accordance with generally 
accepted auditing standards, and included such tests of the accounting records 
and such other auditing procedures as we considered necessary in the circum- 
stances. In this connection we worked in collaboration with the executive 
accounting officers at Headquarters having as a common objective the securing 
of maximum internal protection to the System in the control of cash receipts 
and expenditures, securities held, material stores and accounts receivable of 
all types. The System is further protected by fidelity bond insurance with 
outside underwriters. The audit tests were carried out in the offices of 
System Headquarters, Regions and Separately Operated Properties in Canada, 
the United States, London (England) and Paris (France). 

Our audit of the accounts included the verification of the Consolidated 
Balance Sheet and the Consolidated Income Account and certification thereof. 

Apart from those pertaining to the Trans-Canada Air Lines and the non- 
operating Canadian Government Merchant Marine, Limited, the holdings in 
the capital stocks of the Affiliated Companies are insufficient to give voting 
control and accordingly the Companies are not treated as units of the System 
nor have their accounts been audited by us. In the majority of instances they 
are audited by joint committees composed of System accountants and repre- 
sentatives of outside interests. 


REPORT OF ROYAL COMMISSION ON TRANSPORTATION 


In previous reports, we have called attention, among other matters, to 
the disproportionate ratio of Fixed Charges in comparison with other railways 
in North America, and also to the desirability of a uniform system of account- 
ing for Canadian railroads. 

Under date, the 9th February, 1951, the report of the Royal Commission 
on Transportation pursuant to Order in Council P.C. 6033 of the 29th December, 
1948, was published. Among other matters, the Commissioners were required: 

(i) To review the capital structure of the Canadian National Railway 

Company, and report on the advisability (or otherwise), of establish- 
ing and maintaining the fixed charges on a basis comparable to other 
major railways in North America. 


In this regard the Royal Commission recommended a very substantial 

downward revision of the fixed charges of the Canadian National Railway 

Company. : 

(ii) To review the present day accounting methods and statistical pro- 
cedure of railways in Canada, and report upon the advisability of 
adopting (or otherwise), measures conducive to uniformity in such 
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matters, and upon other related problems such as depreciation account- 
ing, the segregation of assets, revenues and other incomes, etc., as 
between railway and non-railway items. 

In this regard, the Royal Commission recommended that the Board of 

Transport Commissioners be empowered and directed to prescribe as soon 

as practicable: , | 

(a) A uniform classification and system of accounts and reports for all 
‘rail items for the Canadian National and Canadian Pacific Railways and 
a simplified classification of such accounts and reports for other rail- 
ways, and 

(b) The classes of property. for which depreciation may properly be 
charged in the rail accounts for all railways subject to its jurisdiction, 
and the rate or rates to be charged in respect to each class. 

These recommendations which were embodied in the amendments to the 

Railway Act dated the 30th November 1951, have not yet been implemented. 


CONSOLIDATED INCOME ACCOUNT 
Depreciation and M aintenance 
In respect of “depreciable” fixed properties—defined in the 1943 Order of 
the Interstate Commerce Commission as including bridges, buildings, stations, 


shops, ete., but excluding track. structure—provision for depreciation, at rates 


resulting in a composite rate of approximately 12 per cent, has been made 
during the year for the United States Lines of the System through the appro- 
priate maintenance accounts in accordance with the above mentioned Order 
whereas the Canadian Lines have taken up through the maintenance accounts 
provided therefor the loss of service value at the time of replacement or retire- 
ment. 

Track structure composed of ties, Fails, track material and ballast is not 
classified by the Interstate Commerce Commission as an asset for which pro- 
vision for depreciation should be made; accordingly the loss of service value 


was taken up through Maintenance of Way and Structures accounts at the time 


of replacement or retirement on both the Canadian and United States Lines of 
the System. 

Provision for depreciation has been made for the equipment of both the 
Canadian and United States Lines of the System. The 34 per cent annual 
depreciation rate used for rail equipment of the Canadian Lines was approxi- 
mately the same as the latest available composite of the rates used by Class I 
Railroads in the United States. 

In addition to charges for depreciation and those for loss of service value 
taken up at the time of replacement or retirement, the maintenance account as 
a whole included the cost of day-to-day repairs and partial renewals on both 
the Canadian and United States Lines. These repairs and partial renewals 
are recognized costs of maintenance whether or not depreciation accounting is 
in effect. 

We have received certificates from the responsible operating and executive 
officers to the effect that the fixed properties and equipment have been main- 
tained in a proper state of repair and in an efficient operating condition during 
the year; that insofar as traffic demands would permit such physical retirements 
which should have been made during the year as a result of wear and tear and 
obsolescence, have been made and that notification of all such retirements has 
been given to the Accounting department. 

Insurance Fund Operations 

The operations for the year resulted in a profit of $455,000 which was 
credited to railway income. During the year the Railway contributed $600,000 
to the fund, which was charged to railway operating expenses. 
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CONSOLIDATED BALANCE SHEET 
Assets 


Against the Corporate portion of the property investments brought into the 
National System accounts at the Ist January, 1923, there have been properly 
applied reductions authorized by The Canadian National Railways Capital 
Revision Act, 1937, but no similar reductions were authorized at that time 
covering the Crown property investments in the Canadian Government Rail- 
ways. Since the lst January, 1923, the additions and betterments less retire- 
ments of the System have been shown on the general basis of cost. It should be 


pointed out, however, that, with the exception of two vessels paid for by the — 


Government of Canada, no value has been placed on the property investments 
taken over from the Newfoundland Railway as at the lst April, 1949. 


The several special funds including Capital and Other Reserve Funds, 
Insurance Fund and Pension Contract Fund, amounting in total to $81,621,000 
are represented by investments in the securities of the Government of Canada, 
the National System and securities of or guaranteed by the provinces, together 
with cash and sundry current assets. At the year end, System securities 
included in these special funds aggregated $15,492,000 of which par value 
$11,529,000 is covered by the guarantee of the Government of Canada. These 
securities were valued at par. Securities of the Federal Government and those 
of or guaranteed by the Provincial Governments amounting to $61,049,000 were 
based on cost which exceeded the market value by 7:48 per cent. 


Investments in Affiliated Companies are represented by the capital stocks, 
bonds and obligations for advances of companies affiliated with but not forming 
a part of the National System. Apart from the Trans-Canada Air Lines, these 
investments have been made, in association with other railways, primarily to 
secure the benefits of traffic interchange and terminal facilities. The basis of 
the balance sheet figure is cost or, in respect of certain United States securities, 
less than the special valuations approved by the Interstate Commerce Com- 
mission. The amount appearing on the Balance Sheet under this heading is 
after deduction of deposits during the year with the Railway by the Trans- 
Canada Air Lines totalling $11,000,000. The 1951 Financial Statements issued 
by the companies representing the largest investments other than the Trans- 
Canada Air Lines indicated that profits aggregated some $1,542,000 and losses 
some $4,000 for the year 1951. 


Other Investments are comprised partly of unlisted investments of a mis- 


cellaneous nature including those in hotel and grain elevator companies held - 


primarily for purposes of traffic benefit and are valued at or below cost. The 
balance is represented by securities of the Government of Canada, the Govern- 
ment of the United States, and the National System (Government Guaranteed), 
the book figure of which is based on cost for Government bonds and par for 
securities of the National System. The cost of the securities of the Government 
of Canada included therein exceeded the market value by 4:47 per cent. The 
market value of United States Government securities was slightly in excess of 
cost. 

Temporary Cash Investments are represented by Government of Canada 
securities. At the year end the book figure, based on cost, exceeded the market 
value by 5:40 per cent. 

Accounts Receivable and Payable of all classifications have been tested by 
us with the subsidiary and controlling records, cash and other transactions 
subsequent to the year end, departmental files and general supporting infor- 
mation but such Accounts have not been verified by direct communication with 
the individual debtors and creditors. 
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A: physical inventory of Material and Supplies was taken by the Railway 
as at the 30th September, 1951 and in connection therewith we have received 
certificates from the responsible officers to the effect: 


(a) That the quantities were determined by actual count, weight or 
measurement or by conservative estimate where such actual basis was 
impracticable, and 


(b) That the inventory pricing was laid down cost based on weighted 
average cost for ties, rails and fuel and on latest invoice prices for new 
materials in General Stores, and on estimated utility or sales value for 
usable second-hand, obsolete and scrap materials after making reason- 
able pricing allowances for condition thereof. 


Ledger values as of the 30th September were brought into agreement with 
the physical inventory through a credit to railway operating expenses of $18,000. 

Other Deferred Assets consist principally of Contracts Receivable in con- 
nection with land sales and sundry deferred accounts collectible. 

Other Unadjusted Debits consist of the unamortized cost of opening ballast 
pits which will be written off on the basis of yardage used; the estimated 
salvage value of non-perishable material in ballast pits and other temporary 
tracks; accepted inter-line freight claims paid in advance of investigation with 
other carriers, and miscellaneous debit items not otherwise provided for or 
which cannot be disposed of until additional information is received. 


Deferred Liabilities 


In addition to the Pension contract reserve these liabilities consist princi- 
pally of the outstanding capital value of workmen’s compensation awards by 
the Provinces of Ontario and Quebec, together with pension provisions covering 
employees who have reached retirement age and have been either retained in 
service or recalled from retirement. 


Reserves and Unadjusted Credits 


Accrued depreciation of Canadian Lines equipment amounts to $157,535,- 


000. During the year the full ledger value of equipment retired, less salvage, 
was charged to this reserve. 


Unadjusted Credits include the estimated proportion of prepaid revenues 
on freight in transit; excess of actual revenues over year-end estimates carried 
in suspense; estimated liability for injuries to persons; estimated liability for 
overcharge claims, and miscellaneous credit items not otherwise provided for 
or which cannot be disposed of until additional information is received. 


Where foreign currencies are involved, the balance sheet accounts of the 
System are converted generally as follows— 
(a) United States Currency 
—at the dollar par of exchange. 
(b) Sterling Currency 
—at the former par of $4.862 to the pound. 
(c) French Currency 


—at approximately 15 francs to the dollar for the original invest- 
ment in Hotel Scribe and 300 francs to the dollar for working 
capital accounts. 


Dollar amounts stated in this report are to the nearest thousand. 


Yours faithfully, 
GEORGE A. TOUCHE & CO. 
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GEORGE A. TOUCHE & CO. . “Ss 
- CHARTERED ACCOUNTANTS 
LEWIS BUILDING 
465 St. JoHN STREET 
MONTREAL 1 


17th March, 1952. 


CANADIAN NATIONAL (WEST INDIES) STEAMSHIPS, LIMITED 


THE HONOURABLE THE MINISTER OF TRANSPORT, 
OTTAWA, CANADA. 


Sir,—We have audited the accounts of the Canadian National (West Indies) 
Steamships, Limited and Subsidiary Companies for the year ended the 3lst 
December, 1951, and we now report, through you to Parliament. 

Our examination of the accounts was made in accordance with generally 
accepted auditing standards, and included such tests of the accounting records 
and such other auditing procedures as we considered necessary in the circum- 
stances. In this connection we worked in collaboration with the executive | 
accounting officers having as a common objective the securing of maximum 
internal protection to the steamships in the control of cash receipts and 
expenditures, securities held, material stores and accounts receivable of all 
types. The Company is further protected by fidelity bond insurance carried 
with outside underwriters. 

Our audit of the accounts included the verification of the Gengsieeted 
Balance Sheet and the Consolidated Income and Profit and Loss Accounts and 
certification thereof. . 


CONSOLIDATED INCOME ACCOUNT 


Provision for depreciation on vessels was made during the year on the 
following bases: 
(a) The three diesel powered and refrigerated ieseleeee per cent; 


(b) The two “Lady” vessels and the five non-refrigerated vessels—3 per 

cent. 

We have received a certificate from the responsible officers that all equip- 
ment has been maintained in a proper state of repair and in an efficient operat- 
ing condition during the year; that such physical retirements as should have 
been made during the year, as a result of wear and tear and obsolescence, have 
been made, and that notification of all such retirements has been given to the 
accounting department. 


CONSOLIDATED BALANCE SHEET 
Assets 


Investment in vessels is carried on the general basis of cost less accured 
depreciation. 

The Replacement and Insurance Funds are composed of investments in the 
securities of the Government of Canada, the Canadian National Railways 
(Guaranteed by the Government of Canada), the Province of Ontario and 
securities guaranteed by the Province of Ontario together with cash and sundry 
current assets. The year-end market value of these securities was 8:18 per 
cent less than cost. 


The Replacement Fund increased $372,000 during the year as a result of 
depreciation accruals charged to Income Account and paid into the fund. 
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The Insurance Fund increased during the year by $274,000. eo insurance 
risks on all ships are carried in the Fund. 

Accounts receivable and payable of all classifications have been tested by 
us with the subsidiary and controlling records, cash and other transactions 
subsequent to the year end, departmental files and general supporting informa- 
tion but such accounts have not been verified by direct communication with the 
individual debtors and creditors. _ 

Discount on capital stock represents the amount set up at the time of 
incorporation equal to the par value of the shares issued in consideration of 
the guarantee by the Government of Canada of the steamships’ bonds. 

' Unadjusted Credits. 

This account includes freight and passage money paid in advance at 
31st December, 1951; the corresponding item at 31st December, 1950, was shown 
separately on the Balance Sheet at that date. 

Where foreign currencies are involved the Balance Sheet accounts of the 
steamships are converted generally as follows: — 

(a) U.S. Currency—at the dollar par of exchange; 

(b) Other Foreign Currencies—at the current rates. 

Dollar amounts stated in this report are to the nearest thousand. 


Yours faithfully, 
GEORGE A. TOUCHE & CO. 


‘ I notice that there are no special recommendations in this report. You find 
everything in order? 

Mr. TURVILLE: Yes, in the course of our audit we found everything in order. 
We made reference to the report of the royal commission because we thought 
that was the proper place to bring it to the attention of the committee, since 
something has happened since our last report, something vitally important to 
the Canadian National Railways. 

Mr. McLuRsE: I see you carry the pound sterling at $4.862. 

Mr. TuRVILLE: That is so, and I know what you are going to say, Mr. 
McLure, that it is very unrealistic. 

The CHAIRMAN: Shall the auditors’ report carry? 

Mr. FULTON: Give us a little bit of time to look it over. 

Hon. Mr. CHEVRIER: You have had it for three weeks now, Mr. Fulton! 

Mr. FuLToN: I only had time to read one of them, and that was this big one. 

Mr. FOLLWELL: Is there any proposal for re-financing the capital structure 
of the Canadian National Railways? 

Hon. Mr. CHEVRIER: Perhaps I had better answer a by saying it is still 
under study. 

Mr. Futton: I would like to ask a question which seems amateurish. 
There is an item of $300,000,000 in real worth of securities in the securities 
trust. Why cannot those be sold and used for the purpose of repaying some of 
this capital debt that worries Mr. Gordon so much? 

Mr. TuRVILLE: I think you would find it rather difficult to sell or realize 
the claims listed on the’ Balance Sheet as the nature of the collateral security 
held indicates. 

Mr. Gordon: It would merely be acquiring another interest liability. It 
would be the same as borrowing money from the public. If we raised $300 
million in capital by selling securities to the public, it would mean somebody 
would have to pay interest on that obligation. It would be the same as if the 
Canadian National Railways went into the market and borrowed $300 million. 
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Mr. FuLtToNn: I suppose it would, but I do not quite see that. If I sell, or 
somebody holds for my benefit a bond or security worth $1,000 and I need 
$1,000, so my trustee sells that bond and gives me the thousand which I use 
to pay off the mortgage on my house, surely my position has improved. 

_ Mr. Gordon: Yes, but the essential point you have missed is, it is the 
obligant of the bond who is going to pay the Aiereee on that bond. . 
Mr. FULTON: Say what you mean. 


The CHAIRMAN: Gentlemen, I think we have concluded our inquiry. When 
would it be convenient— 


Mr. FuLtTon: I am not through. 


The CHAIRMAN: You are not serious, Mr. Fulton. You understand that, 
do you not? I do. 


Mr. Picarp: Do you mind explaining it? 


The CHAIRMAN: If I am going to authorize somebody to sell a promissory 
note that I have signed, I am certainly going to have to pay that some time. 
What time would be convenient to the committee tomorrow to consider any 
special recommendations which the committee want to make in regard to our 
work, if any? It being caucus day, how about four o’clock tomorrow afternoon? 
Agreed. 


Before we leave, I do want to express my appreciation to members of the 
committee. I do not serve on any other committee in the House with more 
enjoyment than this one, and that is because the members co-operate so well 
and it is because we have such an able witness in Mr. Gordon. He does make 
a wonderful presentation. On behalf of the committee, Mr. Gordon, I would 
like to convey the appreciation of the committee to you, your staff and all 
employees for the tremendous job which you are doing so well. 


Mr. Gorpon: Mr. Chairman, I do want to express my appreciation of the 
courtesy and consideration we have received at the hands of yourself and all 
the members of the committee. Both in the pages of the annual report and in 
replying to the questions raised in discussion we have tried in a spirit of 
frankness to explain our activities over the past year and to set before you 
our plans and policies as affecting the future. I think that this stage in the 
affairs of the Canadian National can be characterized as one of transition. We 
have entered upon a period of fairly concentrated change in which the railway 
must make adjustments—not always easy—not always pleasant—in recognition 
of the steady advance in technology within the railway industry and in the field 
of transportation generally. It will be our endeavour to keep the Canadian 
National abreast of these changes, and in so doing keep pace with the growth 
in the Canadian economy. 

Now, Mr. Chairman, there is another matter to which I would like to 
direct the attention of yourself and of the committee before I sit down, and 
that is the unfortunate fact that Mr. Cooper brings to an end his association 
with this committee that extends over the past 28 years. Mr. Cooper, who has 
been the guiding genius behind the Canadian National accounting systems and 
methods since 1923, has attended proceedings of this parliamentary committee 
every year since 1923; and, on September 30 of this year, having reached the 
age of 65, he will begin a well earned retirement. I would like, if I may, to take 
this occasion to pay tribute to the outstanding services that have been rendered 
by Mr. Cooper to the Canadian transportation industry since he first began 
his 40 years of railroad service with the Grand Trunk in 1912. 

Mr. Cooper: Mr. Gordon, I thank you from the bottom of my heart for the 
kind expressions you have made on my account. As usual, you are more than 
generous in allocating credit and merit, and while it is perhaps over-stated 
sometimes, it is certainly nice to be on the receiving end once in a while. I too 
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would like to thank the committee. Over the years they have always been so 
considerate to the officers, including myself. I have always enjoyed coming 
up here. It is a bit of a test in a way. We are under pressure. We feel that 
there are so many hundreds of questions that you may ask and. rather to our 
disappointment you always seem not to ask the questions which we would 
like to answer. I would like to say one thing too, that I do not remember the 
time in the affairs of the committee, where the accounts of the Canadian 
National are subjected to very close scrutiny, that there was ever an occasion 
found where the accounts had been mis-stated either intentionally or acci- 
dentally. I would like to add that the committee can place the most complete 
confidence in the integrity of the accounts of the Canadian National Railway. 


* The committee adjourned. 
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MILES OF 56¢ RAIL 
ATLANTIC REGION 


Between Miles 
Division Subdivision Mileages 56+ Rail 
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Folate ne es, Go cine se ohare eek gs 0:00— 9:85 9-61 
Wontagie: tort aaa. oa iee aeecne 6:00—- 6-34 0:34 
Niuirra yr ar bouts oe: tes ee 1-49— 47-66 44-11 
VeENON BAe wots ate eee 0:00— 4:43 4-11 
TOT AR To 2 5 ease eee ee 277-69 
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109-09-117:°57 12-98 
Coe ihiet a ite ats ec eee 0-00— 7-02 7-02 
Marmora<Branchv svaes te 0-00— 2-75 2°75 
Bessemer Branch .....<...... 0:00— 7°34 7°34 
Trondalée inka steno eek 0:00— 5:15 
9-37— 41-90 30°52 
TONCON 62 tisk. os oe SLINCOR SH ee ee ee coe 0:50— 0-81 0:31 
Biranorde. moo. se VEXCter ic: Chie cake oak cas 31-60— 45-05 12-89 
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30°48— 33-96 
41-28— 41-49 7°04 
Prarie oye’ aici PA LLISTON Gans eine Batrtion aero se + 2 >10*35—J18*37 
17-17— 27-87 . 
33°17— 37°71 26-50 


Went one el an MICTORIA LINIVERSITY 
a ait as ta NS, ech | LIBRARY 
ee eins Ri MAY “y 2 1958 
HOUSE OF COMMONS | 
Sixth Session—Twenty-first Parliament, 1952 


SPECIAL COMMITTEE 


ON 


RAILWAYS AND SHIPPING 


Owned, Operated and Controlled by the Government 


Chairman: HUGHES CLEAVER, Esq. 


MINUTES OF PROCEEDINGS AND EVIDENCE 
| No. 3 


MONDAY, MAY 5, 1952 
_TRANS-CANADA AIR LINES—ANNUAL REPORT (1951) 


AUDITORS’ REPORT TO PARLIAMENT 


SECOND AND THIRD REPORTS TO THE HOUSE 


WITNESS: 
Mr. G. R. McGregor, President, Trans-Canada Air Lines. 


EDMOND CLOUTIER, C.M.G., O.A., D.S.P. 
QUEEN’S PRINTER AND CONTROLLER OF STATIONERY 
; ‘ OTTAWA, 1952 


REPORTS TO THE HOUSE 


Monpay, May 5, 1952. 


q The Sessional Committee on Railways and Shipping owned, operated and 
_ controlled by the Government, begs leave to present the following as its 
: 


SECOND REPORT 


a Your Committee has considered the following items of the Estimates for 

_ the year ending March 31, 1953, referred to it on April 24, 1952, and recommends 

_ their approval, namely: ; 

a Vote 485—Prince Edward Island Car Ferry and Terminals—Deficit 

Vote 486—Canadian National (West Indies) Steamships, Limited—Deficit 

Vote 493—Maritime Freight Rates Act—payment of 20% reduction in 
tariff of tolls to Canadian National Railway and other Railways 
operating in territory fixed by the Act. 


Wy 
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| __ All of which is respectfully submitted. 


HUGHES CLEAVER, 
Chairman. 


TUESDAY, May 6, 1952. 


3 The Sessional Committee on Railways and Shipping owned, operated and 
controlled by the Government, begs leave to present its 


THIRD REPORT 


4 Pursuant to the Orders of Reference of the House of April 24, 1952, this 
_ Committee had before it for consideration the following: 


1. The Annual Reports for 1951 of the Canadian National Railways System, 
the Canadian National (West Indies) Steamships, Limited, and the Auditors’ 
» Report to Parliament in respect of the Canadian National Railways System, and 
_ the Canadian National (West Indies) Steamships, Limited. 

4 2. The Annual Report of the Trans-Canada Air Lines for the calendar 
_ year 1951, and the Auditors’ Report to Parliament for the calendar year 1951, 
_in respect of Trans-Canada Air Lines. 

‘ 3. The Annual Report of the Canadian National Railways Securities 
= lrust for 1951. 


_ 4. The Budgets of the Canadian National Railways, the Canadian National 
(West Indies) Steamships, Limited, and the Trans-Canada Air Lines for the 
calendar year 1952. 


a 9. Vote 485—Prince Edward Island Car Ferry and Terminals—Deficit. 


6. Vote 486—Canadian National (West Indies) Steamships, Limited— 
Deficit. 


7. Vote 493—Maritime Freight Rates Act—payment of 20% reduction 
‘in tariff of tolls to Canadian National Railway and other Railways operating 
In territory fixed by the Act. 
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Your Committee held five meetings, during which the above-named mat- 
ters were considered and evidence adduced thereon. 

The Annual Report of the Canadian National Railways for 1951 discloses 
a net income of $31,783,119.00. However, interest on the Funded Debt to the 
public amounted to $28,467,703.00, and interest on Government loans amounted 
to $23,347,412.00, bringing about a deficit of $15,031,996.00. The said Annual 
Report was adopted. Me 

The Annual Report of the Canadian National (West Indies) Steamships, 
Limited for 1951 discloses a net operating deficit of $31,576.00 as compared with 
a net operating deficit of $601,432.00 in 1950, and after payment of interest 
on bonds held by the public and on Government advances there was an over- 
all deficit of $466,992.00 as compared with $1,028,767.00 in 1950. The balance 
in the Vessel Replacement Fund at the end of 1951 was $4,685,337.00 as 
compared with $4,313,638.00 at the year end in 1950. The Insurance Fund 
balance was $2,046,654.00 against a balance of $1,772,458.00 at the end of 1950. 
The said Annual Report was adopted. . 

The Annual Report of Trans-Canada Air Lines for 1951 shows a surplus 
of $3,843,726.00 for the North American Services as compared with a surplus 
of $201,206.00 in 1950, and a surplus of $47,231.00 for Trans-Canada Air Lines 
(Atlantic) Limited as compared with a deficit of $1,526,412.00 for the year 
1950. The said Annual Report was adopted. | 

The Auditors’ Report to Parliament with respect to the Canadian National 
Railways System, the Canadian National (West Indies) Steamships, Limited 
and the Trans-Canada Air Lines, also the Annual Report of the Canadian 
National Railways Securities Trust for the calendar year 1951, were severally 
considered and adopted. 

The Financial Budgets of the Canadian National Railways, the Canadian 
National (West Indies) Steamships, Limited, and the Trans-Canada Air Lines 
for the calendar year 1952 were examined and adopted. 

The items of the Estimates for the year ending March 31, 1952, being votes 
485, 486 and 493 were considered and approved, and reported to the House by 
the Second Report of your Committee presented to the House on May 5, 1952. 

The task of your Committee was greatly facilitated by the valuable 
assistance of Mr. Donald Gordon, C.M.G., LL.D., Chairman of the Board of 
Directors and President of the Canadian National Railways; Mr. S. F. Dingle, 
Vice-President, Mr. T. H. Cooper, Vice-President and Mr. T. V. Gracey, Comp- 
troller, all of the Canadian National Railways; and Mr. G. R. McGregor, Presi- 
dent of Trans-Canada Air Lines. 

A copy of the evidence adduced in respect of the matters referred 3s 
appended hereto. 


All of which is respectfully submitted. 


HUGHES CLEAVER, 
Chairman. 


MINUTES OF PROCEEDINGS 
WEDNESDAY, April 30, 1952. 


g The Sessional Committee on Railways and Shipping owned, operated and 
F controlled by the Government met at 4.00 o’clock p.m. this day in Camera. Mr. 
4 Cleaver, Chairman, presided. 


P. Members present: Messrs. Carter, Cavers, Dumas, Healy, Helme, James, 
. Macdonald (Edmonton East), McCulloch, McLure, Mott, Mutch, Picard, Pouliot. 


The Chairman presented to the Committee a draft report to the House on 
q the following: 


C.N.R. Annual Report (1951) and Budget (1952): 
C.N. Steamships, Limited (1951) and Budget (1952); 
C.N.R. Securities Trust (1951); 

Auditors’ Report to Parliament; 

Estimates—Items 485, 486 and 493. 


1 It was agreed that consideration of the draft report be deferred until the 
q Committee had completed its study of all matters referred. 


a The Committee adjourned at 4.10 o’clock p.m. to meet ‘again at 11.00 
q o’clock a.m., Monday, May 5, 1952. 


Re JIOGRATREX, 
Clerk of the Committee. 


Monpay, May 5, 1952. 


The Sessional Committee on Railways and Shipping owned, operated and 
controlled by the Government met at 11. 00 o’clock a.m. this day. Mr. Cleaver, 
q Chairman, presided. 


Members present: Messrs. Carter, Cavers, Churchill, Dumas, Fulton, George, 
Gillis, Helme, James, Knight, Macdonald (Edmonton East), Macdonnell (Green- 
wood), McCulloch, MeLure, Mott, Mutch. 


In attendance: The Right Honourable C. D. Howe, Minister of Defence 
Production and Trade and Commerce. Messrs. G. RB. McGregor, President, 
Trans-Canada Air Lines; W. S. Harvey, General Auditor; S. W. Sadler, Auditor; 
BR. C. McInnis, Director, Public Relations and Mr. F. P. Turville of George A. 
Touche & Company, oly as 


Mr. G. R. McGregor was called. He read the Annual Report of Trans- 
Canada Air Lines and was questioned thereon. The said Annual Report was 
; adopted. . 


| The Committee then considered and adopted ie an ee Report to Parlia- 
pent (1951) on Trans-Canada Air Lines. 


Mr. F. P. Turville of George A. Touche & Co., was called, assisted Mr. 
McGregor and retired. 


The Operating Budget and Capital Budget of the Trans-Canada Air Lines 
for the calendar year 1952 were considered and adopted. 
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The Chairman, on behalf of the Commies Lone Mr. Mctrégoxt 
on his entire staff on the extremely successful performance of Trans- Canada 
Air Lines in 1951. | 


At 12.50 o’clock p.m. the Committee adjourned to meet again at 4.00 
o’clock p.m. this day. 


AFTERNOON SITTING 


The Committee resumed at 4.00 o’clock p.m. in Camera. Mr. Cleaver, 
Chairman, presided. 


Members present: Messrs. Benidickson, Dumas, George, Macdonald (Edmon- 
ton East), Macdonnell (Greenwood), McCulloch, McLure, Mott. 


The Chairman submitted a draft report on all matters referred to the 
Committee. The said report was considered and adopted. 


At 4.15 o’clock p.m. the Committee adjourned sine die. 


R. J. GRATRIX, 
Clerk of the Committee. 


NOTE: The answer to a question asked by Mr. Fulton concerning the 
North Atlantic Passengers through the Montreal gateway for the year 1951 was 
filed with the Clerk of the Committee and is printed as Appendix “A”. 


EVIDENCE 


HOUSE OF COMMONS, 
May 5, 1952. 


The CHAIRMAN: Gentlemen, we have a quorum. We are to take up this 
_ morning the report of Trans- Ganade Air Lines, the audit report, and the budget. 
yin addition to the minister, Mr. Howe, we have in attendance Mr. G. R. 
- McGregor, the president; Mr. W. S. Harvey, general auditor; Mr. S. W. Sadler, 
auditor, and Mr. R. C. McInnis, director of public relations, Trans-Canada Auer 
_ Lines. 


I now call on Mr. McGregor. 
Mr. McGRrEGor: 
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TRANS-CANADA AIR LINES 
MONTREAL, February 29, 1952. 


_ To THE Ricut HonouraBLe, 
| THE MINISTER OF TRADE AND COMMERCE, OTTAWA. 


4 Sir: 7 f 

“Mg 

i The Board of Directors submit the consolidated Reports of the Trans- 
- Canada Air Lines domestic and overseas services for the calendar year 1951. 

_ Financially, this was by far the most successful year the company has yet 
_ had; but perhaps even more gratifying was the contribution it was able to make 

q to the transportation needs of Canada. 

. Volume of business exceeded that of 1950 in all categories with system 
_ passenger transportation increasing by 20 per cent, aircargo and air express 
loads by 13 per cent and mail by 11 per cent. Ativouch the traffic trend has 
Bbeen steadily upwards since the Company’s inception, in no other year has the 

extent of the advance been so pronounced. 

. General expansion of the Canadian economy, immigration and the ever- 
_ widening public patronage of air transportation brought about a marked 

- increase in gross revenues. On the other hand, the increase in expenses was on 

| avery much smaller scale. The logical outcome of these two relatively satis- 
Be actory trends was a system surplus of $3,890,957. 


q eo TRANS-CANADA AIR LINES—-NORTH AMERICAN SERVICES 
q FINANCIAL REVIEW 
There follows a tabulation of the 1951 operating results compared with those of 


Increase or 


‘ 1951 1950 (Decrease) 
Operating Revenues ........ $37,043,289 $31,810,684 $ 5,232,605 
Operating Expenses ........ 32,670,655 31,318,613 1,352,042 
Operating Profit ........... $ 4,372,634 $ 492,071 3,880,563 
Non-Operating Income—Net. . 28,681 202,233 (230,914) 
EAVORILS Ty tc vk he Bee eh ie ph $ 4,343,953 $ 694,304 3,649,649 

q Interest on Capital Invested. . 500,227 493,098 7,129 
% STMT ECT ey eran ok Woes Chenntua sacs $ 3,843,726 $ . 201,206 3,642,520 


_ These figures reflect a 16 per cent increase in operating revenues. 
171 
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| _ Passenger traffic accounted for the greater part of gross earnings and con- | 
tinued the rapid growth that has characterized recent years. There was also © 


a substantial increase in revenue derived from express and cargo transportation. 


Operating expenses were higher by 4 per cent, due principally to the cost 
of flying 2,061,577 additional aircraft miles and to the upward trend of wages 
and material costs. Operating payroll charges constituted the largest single 
factor, increasing by $1,703,330. 


At the same time, there was a very definite increase in the efficiency of the 
| organization and this, combined with a higher business volume, produced a 


lowering of the unit cost. The industry’s accepted unit of measurement of the ~ 


work load of an airline is the “ton mile of air transportation made available 
for sale.” The cost.per ton mile in 1951 was reduced from 40-48 cents to 37°22 
cents, an improvement of 8 per cent. 


While it is hoped that this trend can be maintained, it cannot: be overlooked 


that the steadily mounting price of labour and materials leaves no room for — 


complacency with respect to this aspect of the future. 


OPERATIONS AND TRAFFIC REVIEW _ 


The growth of Canadian air transportation on the North American continent is 


refiected in the following statistics: 


Per Cent 

1951 = 1950 Increase 
Total Aircraft Miles Flown ....... 21,165,010 19,103,433 11 
Passengers ‘Carried | iw ules ket 930,691 790,808 18 
Passenger Miles Flown ........... 450,840,623 379,605,810 19 
Passenger Miles Available ........ 605,438,361 548,850,808 10 
Marl Don sIVMILeS SA seca eee eee 3,969,371 3,644,752 9 
WAircargo ‘Ton: Miles. 3) ee eck wee 2,391,297 2,019,712 3 
Air Express. Lon Wilés':o), 3. 3828s 1,174,096 998,479 18 
Revenue Ton Miles Flown ........ 51,827,990 44,258,785 a WY, 
Ton Miles Available .............. 87,779,863 77,369,710 13 


EXPANSION OF SERVICE 


The increase in service took place within the established route framework. 
North American summer schedules called for the greatest amount of flying 
in TCA’s history. A fourth daily trans-continental flight began on April 1 
and additional operations were provided on the majority of the other routes, 
including the trans-border services. By mid-summer, for example, fourteen 
daily scheduled flights‘ were operating between Toronto and Montreal. 
Approximately 500 more airline seats were made available daily than at the 
height of the 1950 travel season and 10 per cent more scheduled flying 
took place. 


PASSENGER TRAFFIC 


Volume of passenger traffic on North American services reached unprece- 
dented proportions in 1951. Indeed, there were periods when the airline found. 
itself with insufficient capacity to meet demand, except in the case of cargo 
traffic for which there was ample accommodation. Traffic demand will, 


a 


however, be adequately met in 1952 by additions both to the aircraft fleet and 


to trained flight personnel made in the fourth quarter of 1951. 
It is gratifying to report that the Company’s efforts to lessen the amount 
of autumn and winter decline in loads continued to meet with success. Because, 
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in the past, heavy seasonal fluctuation in passenger traffic has -been the 


strongest single adverse influence on net earnings, the Company’s merchandis- 
ing policy in 1951 was aimed at a further familiarization of the public with 
the high degree of regularity of scheduled service being provided by the 
airline throughout all seasons of the year. This regularity, to which much 
credit must be given for the pronounced strengthening of winter loads, was 
again a feature of the year’s operations. On North American services, the 
Company operated 19,710,013 of its 20,515,454 scheduled aircraft miles to 
achieve a flight performance figure of 96 per cent. 

As a direct result, the Company found it necessary at the approach of 
winter to-make a seasonal reduction of services amounting to only 4 per cent, 
as compared with 20 per cent in 1950. 


Another salutary influence upon passenger traffic volume was the con- 
tinued stability of the cost of air transportation to the public. In the face of 
generally rising prices for other services and commodities, the price of air 
travel in Canada remained unchanged in 1951. 


MAIL TRAFFIC 


Under a revised agreement with the Post Office Department, effective 
January 1, 1951, there was a marked increase in the volume of first-class 
mail carried. The Company’s domestic mail traffic rose by 9 per cent and 
mail revenues also increased, but not proportionately to the additional amount 
of mail transportation provided. In fact, there was a further decrease in the 
unit mail payment. In 1951 TCA received $1.45 per mail ton mile as compared 
with $1.48 in 1950 and $2.98 in 1947. 


It is interesting to note the steady reduction over the years in the per- 
centage of mail revenue of total revenue. The chart on page 8 shows that 
while mail represented 48 per cent of the system revenues in 1942, it now 
accounts for only 15 per cent. 


COMMODITY TRAFFIC 


The airline continued its active development of commodity traffic and 
domestic air express and aircargo loads increased appreciably. ‘There were 
no tariff increases and, indeed, the introduction of a number of new commodity 
rates reduced shipping costs for specific types of traffic. This fact, coupled 
with increased surface transport rates within Canada, provided a decided 
stimulus to shipment by air. The growth of commodity traffic on Canada- 


U.S. trans-border routes was particularly marked. 


AIRPORT AND AIRWAY FACILITIES 


The airline and the Department of Transport worked co-operatively for 
the development of Canada’s airports and airways. Extensions and improve- 
ments to runways were undertaken by the Department at Vancouver, Regina, 
Saskatoon, Ottawa and North Bay. A new airport was built near Saint John, 
N.B., enabling the airline at the end of the year to improve its service to that 
city. TCA was, however, increasingly hampered in the expeditious movement 
of passengers, baggage and cargo by the serious and growing. inadequacy of 
traffic-handling facilities at the majority of Canadian airports. 

In July, operations were transferred from Seattle’s Boeing Airport to the 


newer Seattle-Tacoma Airport, due to increasing use of the former. field by 


the United States military services. 
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TRANS-CANADA AIR LINES (ATLANTIC) LIMITED 
FINANCIAL REVIEW 


This section deals with the Atlantic section Laas 


The following statistics for 1951 include the North Ses Bermuda, and Caribbean , 
services. 


INCREASE or 

1951 1950 (DECREASE) 
Wperaine REVENUES. Cie. Je Wo. % caused ses $10,967,012 $8,344,815 $2,622,197 
ODETALIINE TEX PENSES has oi. b ciivaweeimee ew ee 10,665,465 9,586,388 1,079,077 
PIVELALIN SUE LOG “OX TOSS oe a eon ee ee $ 301,547 $1,241,573 1,543,120 
Non-Operating Income—Net ............ 4,543 | PATA ISH 8 23,394 
OPO MUOSSr Uva ziieas ag. thane aban onan ator $ 297,004 $1,269,510 1,566,514 
Interest on Capital Invested ............ 249,773 256,902) > BA ALS. 
ULE IOP URS OR DIC ILC OE. a tears niin ha nie ah Ne ik 1 $ 47,231 $1,526,412 1,573,643 


The Atlantic services’ surplus, while small, represented an improvement 
of $1,573,643 in net income from 1950. 

This encouraging result was the joint product of a considerable volume of 
North Atlantic immigrant travel, a decided upswing in traffic between Canada, 
Bermuda and the West Indies, and an effective program of cost control. 

The 31% increase in overseas operating revenues was one of the features 
of the financial year, particularly when combined with the relatively small 
rise of 11% in operating expenses. 

At the same time, the Atlantic services shared the general impact of 
increasing labour and material costs, and continuation of this trend cannot 
help but be apparent in future results, Operating payroll charges were $701,413 
higher than in 1950. 

Competition was again keen on the North Atlantic route, with T.C.A.’s 
greatest strength lying in a record of reliable flight performance matched by 
no other airline. Of the 644 flights scheduled, 100% were completed. 


OPERATIONS AND TRAFFIC REVIEW 


The extent of the airline’s increased overseas business is illustrated by the following 


statistics: 
PER CENT 
. 1951 1950 INCREASE 
Poth Aarcratt Miles PlOWwa Vinay wsliscueve bom 3,925,058 3,410,484 15 
PASSE OES CATTIO oahu ch weiek cel tele eis AG Wee 42,646 32,101 30 
Peassenver: Miles -FIOWNM shi eu eh, 94,319,673 74,472,299 2 
Passenger Miles Available .............. 139,841,217 115,999,064 21 
TA OTN VINTLIOS iia Oe aU Ne IIR ce Gay 498,722 394,339 ate 
PRIMOOT AC ON IVELLES') Rec debi es aston ny Meee ater, Uiouiaaa 1,846,583 1,488,805 24 
Revenue Ton’ Miles Flown |... 29.400 0002 13,345,858 10, Dian 483 26 
PORTIS (A VaAITaAD Le rere le ey ane Es UF es 20,925,934 17,225,760 a 


EXPANSION OF SERVICE. 


The only route extension of the year took place on April 1 when service 
was inaugurated to Paris. This called for a minor lengthening of the existing 
North Atlantic route, but was significant as the first air link between Canada 
and continental Europe to be provided by a scheduled Canadian carrier. Ini- 
tially, one service per week was operated, this frequency later being doubled. 
A new and well-located office was opened in Paris. Traffic has proven very 
satisfactory with the service obviously having a special appeal to French- 
_ speaking Canadians. 

North Atlantic flight frequency rose to a daily round-trip by mid-summer 
and so heavy were continuing loads that this schedule was maintained through- 
out the balance of the year. 


eS ee a 


: 
: 
: 
| 


RAILWAYS AND SHIPPING ; 175 


There was a small fluctuation in Bermuda and Carribean schedules to 
conform with the busy winter holiday months and the relatively light summer 
season. 


PASSENGER TRAFFIC 


With record passenger traffic moving on both the North Atlantic and 
southern routes, the overseas services more than kept pace with the domestic 
operations in growth of business. In 1951, 22% more persons were transported 
on North Atlantic flights than in 1950, while Bermuda and Caribbean passenger 
traffic increased by 41%. 


During the year 7,611 immigrants were carried to Canada from the United 
Kingdom and Europe under an agreement with the Canadian Government. The 
immigrant movement was, of course, confined to westbound trans-Atlantic 
flights and therefore tended to produce a lack of directional load balance. This, 
however, did not seriously affect the economics of the overseas operations. 


Some minor adjustments were made to the price of overseas air travel. 
Dollar fares between Canada and all points beyond its boundaries, with the 
exception of the United States, were increased on July 1 to reflect changes 
in the rate of exchange. On October 1, the North Atlantic airlines jointly 
announced a $20 increase in the one-way fare, as a result of increased cost of 
operations. 


Encouragement was given North Atlantic business travel by TCA’s organ- 
ization in London of an Industrial Advisory Service for the purpose of pro- 
viding Canadian information on request to potential air passengers in the 
United Kingdom and Europe. 


MAIL TRAFFIC 


There was a substantial rise in the volume of mail carried on the overseas 
services, the great majority of this being eastbound on the North Atlantic 
route where mail load was up 25%. Mail entrusted to TCA on its southern 
services continued to be of meagre proportions. 


COMMODITY TRAFFIC 


In 1951 the Company carried more aircargo through the North Atlantic 
gateway point of Montreal than all its competitors combined. Westbound loads 
were close to aircraft capacity throughout the year, and aggregate traffic over 
this route increased by 24% from 1950. 

The volume of aircargo carried by the Bermuda and Caribbean flights also 
showed a gratifying improvement of 24% and, with trade restrictions between 
Canada and these southern areas being relaxed, future prospects appear bright. 

Domestic and international services, interlocking with the world air net- 
work, continued to offer a means of rapid and efficient shipment both at home > 
and abroad. 


AIRPORT AND AIRWAY FACILITIES 


The hurricane that struck Jamaica in August severely damaged Kingston 


'Airport. Fortunately, however, operations were not seriously affected. 


The North Atlantic aeronautical radio communications stations which had 
been operated on behalf of all North Atlantic operators were returned to the 
administration of the Department of Transport. 

Arrangements were made for the airline’s Bermuda and Caribbean com- 
munications to be handled by the Canadian Overseas Telecommunications Cor- 
poration. The Company’s circuits to those areas were discontinued to avoid 
unnecessary duplication of facilities. 
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ROUTES 


At December 31, 1951, Trans-Canada Air Lines was providing service for 
passenger, mail and commodity traffic over 8,641 miles of North American 
routes and 8,688 miles of overseas routes. This was an aggregate increase of 
490 miles or 3 per cent over 1950. Over this system, encompassing 45 com- 
munities, were scheduled a daily average of 65,320 aircraft miles and 2,039,157 
available passenger miles. The route map on pages 12 and 13 illustrates the 
comprehensive nature of the Company’s present services. 


PERSONNEL | 


On December 31, total staff numbered 5,512, as compared with 4,904 a year 
before, the increase being due to greater operational and traffic-handling 
requirements and to a shortening of the work week from 44 to 40 hours. This 
enlargement of the Company’s working force reflected in no way on the per- 
formance of staff, without whose concentrated efforts the year’s record produc- 
tion would not have been possible. Indeed, the 12 per cent employee increase, 
when compared with the 15 per cent growth of available ton miles and the 
20 per cent increase in passenger traffic, indicates a further advance in 
personnel efficiency. 

A general increase in employee remuneration became effective on 
October 1. 

In September, Mr. W. G. Wood was appointed Vice-President, Traffic, 
succeeding Mr. A. C. McKim, resigned. 


PROPERTY AND EQUIPMENT 


The enlarged scale of 1951 operations was achieved with the existing fleet 
of 20 North Stars and 27 DC-3 aircraft. By mid-summer, the North Stars were 
performing efficiently at a utilization rate in excess of 93 hours a day on 
domestic services, a figure which has not been exceeded by any other carrier 
with so diversified a route pattern. The DC-3’s also operated in an entirely 
satisfactory manner on the many inter-city routes where they were employed. 

It became apparent, however, that further transport demands upon the 
airline could only be met by an enlargement of the fleet capacity. Accordingly, 
the Company purchased three more North Stars to be put into service early in 
1952. These will enable the airline to make 20 per cent-more seat miles avail- 
able to the travelling public on transcontinental and inter-city services. 

At the same time, orders were placed for five Lockheed Super Constella- 
tions to be delivered in 1953. This decision was made after a long and thor- 
ough engineering investigation of the types of aircraft then on the market. 
The Super Constellations were selected because they incorporate both proven 
performance and a major advance in commercial power plant design. It is 
planned to use them on the overseas services. 'The new aircraft will be 
powered with Wright 3350 “Compound” engines developing over 3,000 horse- 
power apiece. 

Company engineers continued to make detailed technical economic exam- 
inations of all current developments of turbo-propeller and turbo-jet power 
plants and both current and planned types of aircraft in which the newer 
engine forms may be used. 

In June, TCA began the maintenance of military training aircraft from the 
Manitoba and eastern Saskatchewan areas. Under an agreement with the 
Department of Defence Production, the Company undertook this work at its 
Winnipeg Overhaul Base for the purpose of relieving trained Air Force ground 
staffs for operational duties. By year end, over 215 aircraft had been 
reconditioned. 
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Traffic office additions and renovations were made where required, among 
them a new off-line office at Quebec City. Particular stress was placed on the 
improvement and expansion of both telephone answering service and reserva- 
tion facilities. 

Fuil responsibility was assumed by the airline for its Purchasing function, 
this being joined with Stores in a new Department. Mr. H. C. Cotterell was 
appointed General Manager, Purchases and Stores. 


BALANCE SHEET 


It is felt that the picture presented by the Company’s 1951 balance sheet 
merits interpretation in some detail. 


The average original book value of each of TCA’s 27 DC-3 aircraft was 
$156,000. Therefore the capital available for the purchase of replacement 
aircraft obtained from the full depreciation of each DC-3 will be approxi- 
mately that amount. On the other hand, aircraft in current production which 
could reasonably be regarded as successors to the DC-3 are for sale in a price 
range of from $600,000 to $750,000. 

Similarly, capital derived from the depreciation of each of the Company’s 
North Star aircraft will approximate the original book value of $675,000, 
whereas prices quoted for four-engined aircraft in current production which 


_ could be considered as eligible replacements range in price from $1,400,000 to 


$1,800,000. It will be obvious from these figures that the aggregate of deprecie 
tion accruals on the present aircraft fleet will not provide sufficient capital 
with which to purchase replacement aircraft when the time comes. 

The 1951 surplus has therefore been reserved as a first contribution to the 
very large amount of money which will be represented by the difference 
between the cost of replacement equipment and the amount of money realized 
from the complete depreciation of the present equipment. This has been done 
with the concurrence of the Canadian National Railways which holds all TCA 
issued stock. 

It will also be noted that the balance sheet records an item of $1,952,000 
representing the amount paid to the manufacturer concurrent with the con- 
firmation of the order for five Super Consellation aircraft. The balance of 
payment will be made upon delivery, expected to take place in 1953. This, 
together with the purchase of associated spares and ground equipment, con- 
stitutes a committed additional expenditure of approximately $9,000,000. 
The Company is also committed to pay to Canadian Pacific Air Lines, Limited 
in 1952 the sum of $1,000,000 representing the balance of the purchase price 
of three North Star aircraft and associated parts. 

Since none of the CPA aircraft were in TCA service in 1951, the size of 
the Company’s fleet is correctly reported as unchanged from 1950. However, 
the increase in the property and equipment account as shown in the 1951 
balance sheet represents the payments made on CPA aircraft and parts - 
delivered but not placed in service in 1951. 


THE AIR TRANSPORT PROSPECT 


There is every reason to view with confidence the future of Canadian Air 
transportation, speed of travel and shipment being essential to a healthy 
nationhood in a county of such dimensions. Speed is no longer a luxury and, 
when wedded to dependability and comfort, becomes extremely marketable. 
It is the policy of the Company to carefully plan its growth so as to adequately 
meet the country’s future requirements. 
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With the additional four-engined aircraft in use, 1952 will see a “very 
substantial increase in the amount of airline service made available to the 
public, while at the same time no effort will be spared to further improve the 
quality of that service. By 1953 there will be an even larger expansion of 
- capacity. 

Fredericton will in 1952 be added to the route pattern and North Star 
domestic service will be extended east of Montreal. 

In May, 1952, the Company will introduce much lower fares on the North 
Atlantic and thereby bring overseas air vate atca veg within the financial 
reach of a new and larger market. 

System revenues are expected to continue their upward trend and the 
greatest possible economy will be practised consistent with maintenance of the 
airline’s standards. 


APPRECIATION 


In closing this Report, it is the wish of the Board of Directors to pay 
-tribute to the loyalty, skill and efficiency of the airline’s personnel. To them 
belongs the credit, not only for a year of successful endeavour, but for the 
position and reputation enjoyed by Trans-Canada Air Lines in the air transport 
industry. 


For the Directors: 
G. R. McGREGOR, 


_ President. 
REVENUE COMPARISONS 
| 1951-1950 
NORTH AMERICAN SERVICES ATLANTIC SERVICES 
Increase Increase 
$ %o $ % 
Passenger ..... 4,483,004 19 Passenger ..... 2,218,374 ot 
DVRS AMR EL ah ok, 341,000 6 Wea P aie hy dunes hat 306,721 26 
Express and CEE SO ele hn 131,897 16 
Cargo bes VAN any Pare 15 ‘Incidental Ser- 
Incidental Ser- VICES ie rene 39,693 ae, 
vices ... 207,906 47 Other uM on gles 74,488*  53* 
LG ihe? 2k ennai na es P0352" 5* — 
———__—- ota Leek $2,622,197 31% 
POA iy! Oud, $5,232,605 16% —_- 


*Decrease 


oe EIUDIURGIDY. palaiDYuD ‘@G6T ‘Areniqay 16z 
—) a “OO 8 eet E ee = HOWOdD . 
fee Bl Fl i ee c mS e 2 ‘SOUII ITV 94} JO SYood 9Y4} YM jUeUTeeIZe UT 
-s7pne ee ino jo so0dser Ul JUSUIeTTIeg 0} suljIoder oie pue iesf sulpeso01d 8y} FO 4eU} YYWM jJUd\}sISUOD sIseq e UO poaredoid 
e18 9M ‘“SOUT'T ITY 94} FO SIaMOd 9} UIYJIM Ussq ‘UOCTUIdO INO UT ‘aAey useq aAeYy 9s}ep jey} Pepus Jeak 9Yy} JOF sjuNOdDyY sUIODUT 9Yy} puUe 
soIjouU INO JepuN suUIOD sAeY 4eY} SOUT JIVY 9y} FO SUOTJOeSURI} OULL IG6T “Tequisseq 4sTE ey} ye JooyuS soURTeg PszepI[osuOoD o7y} puke ‘souTT 
"leak 3y} IOJ asusdxe pue SWIODUT 9Y} FO Pure [CET ITY 94} Aq ydey Useq eAeY YUNODDe Fo syooq Jedoid ‘uorurdo ano uz 
‘Tequisseq| ISTE Sy} ye siTeye Soury ITV ey} JO 93e4S 94} FO MOTA Tez “TS6T 
pue oni} & SAIS 0} Se OS dn uMeIp A[I9do1d ‘uoTuUIdO Ino Ur ‘ale SjUNODDYy ‘Tequisded STE 94} Pepus Iesf oy} IOFJ AuedwIoD AreIpisqns sj pue seury 
SUlODUT ~BATJeIOI 9y} pue jssyS sv.oURTeg Pdsdj}ePI[osuOD sAOGe ds9yUL ' dTyY epeuep-suely, ey} JO spiose1 pue syooq 9y} peuTUTexe oAeYy aM 
Py SHOLIGNV AO ALVOIILLYAO 
"48110130 W0D “YMdOOD 'D “1 
E61‘ TSOTH$ S61 TSOTES$ 
S 1G6‘063'E ; Eases ee R ee ea eo LLG‘ZSS'PIT 
ha Teqyideo jo jusweoR[dar IO} poAosoy 90CLLL'OT © °° *'*'*** UOTeTDoIdep peniD0Vy :ssa'T 
a — S8L‘6ZO'TS$ “°°*°°°°°** yuaudinba pue Ay1edoIg 
= LEG 06? Go "ttt" TEE, seed sntding ee ssjessy [eyIdep 
5 69S TSS‘LT 
TZ‘ Ly ~ *JTGGT Ieok SN{AINS—seol Ales oT UeTLV 6P0'LZ eS SS Sue eloosse a6 
= OZL‘Eh3‘E $ oe eee ewe er er ° IS6I Teak PPE‘ SGB‘T rs cece yyeroIe 
a sn[dins—soo01lAJog UeoTIeWwYy YON yO eseyoind uo JUSWIAeM SoUeAPY 
ae sssOo'T puke JyOIg §/6-ELG 7 verses puny soUeINsSUTL 
. 000‘000‘¢z Cc pred AT[NJ—yo0}s UOULULOD 000‘000‘TT$ eS sAOMIIey 
x Se syo0TGg Teyidep [PUOTJEN UeIpeueD UYyIM s}Isodeq 
= OPL‘ZEP'S aS oo . sspun jy [eIsedg pue syueulyseauy 
~ 9L6'LLS‘P $ oe ee eee eee eee eee eee eee oe soueINsut 
= sSeATOSOY PSL Tt Te eeseeeres st os * SJeSse JUelINS 1ayiO 
mee 96P'LZE'L $ 029°660°2 : nressesessess sorddns pue sjerrezeyy] 
* ) ees GLG 960 S ap iaaer 
609‘bP a SSO Ioel jot) oul) IZ6LST'T | SS Mies SS TEE Ses EON en oe OUNES 
OL'bGE'T ee ee uot} e}IOdsuesy predemg 3 TL9°39¢ eee ee Ce syuosV 
00F'ZI8 "terres es eesens* SOSCM PUL SolTeTeS 006‘ZE0'T SIOTIIVD JOYZO WOIy Soouereq oyyery, 
Gig‘ ES ee ee ee “sss * sjisodep ue[d ToAeI} ITV EGR OSE CG Se teen eet * epeued jo yueuUIeACy 
: = 017 oN. 7 $ a[GeATOoeI s}uNODDV 
oe pee = Se, OL6‘EPE‘T **SIeTIIeo Joy}O 0} soouerleq oer CSP IL Siac ee, ee sie sjisodep jTetseds 
22 } OPP‘Z96'S ¢ Ce i eee [eteuer ZGB‘II Od) Ks Ne lre8! 6) 82 anes SoouUeApe ‘puny SUIYIOM 
= ; . t ; atqeced sjuNoODDVy $G66'C8C'S ¢ : Coa HRCI MN ae De aC aro eee eee ysed 
3 sSOLTI[Iqery JUSTIN’ ssfessy JUueTIng 
SSILIIUAVI'TI | SLASSV 


Se IS6T “UHEWAOAC ISTE LV LAGHS AONVIVE CALVAIIOSNOOD R 


180 


Norts AMERICAN SERVICES 


SESSIONAL COMMITTEE 


The CHAIRMAN: Thank you, Mr. McGregor. 
Will the members of the committee now turn to page 5 of the report, the 


Financial Review. Are there any questions on operating revenues? 


ATLANTIC SERVICES 


Year Year Year Year 
1951 - 1950 1951 1950 
OPERATING REVENUES: 
$ 28,666, 505 $ 24,183,501 Passenger $ 8,245,384 6, 027,010 

5, 741,000 5,400, 000 Mail — 1,484, 149 Typi74, 428 

1, 688, 982 1,473,254 Express and Cargo 954, 228 822,331 

224,771 194,573 Excess Baggage 47,942 41,463 

73, 696 118,921 Charter and Other 17, 389 98 , 356 

648, 341 440,435 Incidental Services— Net 217,920 178, 227 

$ 37,043, 289 $ 31,810, 684 Total $ 10,967,012 8,344,815 
OPERATING EXPENSES 

$ 7,637,455 $ 6,846, 269 Flight Operations $ . 2,387,265 S16), cis 

5, 214, 768 4,443,180 Ground Operations 1,634,876 1,503, 933 

8,389, 675 9, 764, 127 Maintenance 2,855, 455 2,794, 930 

2,604, 774 2,751, 109 Depreciation 1,185, 786 1,023,828 

2,106, 237 1, 620, 624 Passenger Service 569,979 432,383 

4,004, 745 Se A ie Sales and Reservation Service 1, 229,531 907,765 

870,326 929,195 Advertising and Publicity 267, 206 253, 743 

1,842,675 1, 639, 892 General and Administrative 585, 367 508, 033 

$ 32,670,655 $ 31,318,613 Total $ 10,665,456 9, 586, 388 

® 4,372,634 $ 492,071 Operating Profit or Loss $ 301,547 1,241,578 

28,681 2 202, 233 Non-Operating _ Income— Net 4,648 Be avip 

$ 4,348,953 $ 694, 304 $ 297, 004 1,269,510 

500, 227 493,098 - Interest on Capital Invested 249,773 256, 902 

$ 3,843,726 $ 201, 206 Surplus or Deficit 2 $ 47,231 1,526, 412 


Mr. FULTON: What was the deficit in non-operating income caused by? 
Mr. McGrecor: It was caused largely by fluctuations in international 


exchange on currency. 

The CHAIRMAN: Are there any further questions on. Financial Review? 

Carried. 

Mr. KniIGHT:* Mr. Chairman, at this point I think there would be no harm 
in an expression of appreciation of the very successful report of Trans-Canada 
Air Lines for the past year; and while Mr. McGregor mentioned in his last 
paragraph a note of appreciation of the personnel of the air lines, he might 
very well include himself and the officers who are under him. | 

The CHAIRMAN: Thank you, Mr. Knight. I think that is very appropriate. 

Mr. KNIGHT: They are to be commended for coming to this very successful 
conclusion. I would just like to say that. 

Mr. McGrecor: Thank you very much. 

The CHAIRMAN: Page 6, Expansion of Service. Are there any questions? 

Mr. MACDONNELL: The table shows “Passenger miles flown, in 1951, 
450,840,623; and Passenger miles available, 1951, 605,438,361.” Does that 
mean that if the aircraft had been filled every time the figures would be equal? 

Mr. McGrecor: Yes. Perhaps a better expression would have been “seat 
miles available.” 

Mr. FuLTON: That differential is what? 
average for air lines? 


Is it average or lower than the 
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Mr. McGrecor : No, I would say it is higher than North American air lines 
in general. 


Mr. FULTON: I mean the difference between available and actual. 
Mr. McGrecor: Yes, the load factor you are referring to, yes. Our load 
factor was considerably higher than the average. 


Mr. FULTON: You had a bigger percentage of available seat miles taken 
than comparable air lines? | 


Mr. McGrecor: Yes. 


Mr. FuLTON: That’s what I was wonderihg, whether it was that or the 
other. 


Mr. MACDONNELL: On page 6, you say: 


“Indeed, there were periods when the air line found itself with 
insufficient capacity to meet demand, except in the case of cargo traffic 
for which there was ample accommodation.” 

Does this situation cause you to change your plans in any way in regard 
to cargo traffic? Does that mean that you confine yourself mainly to the 
passenger traffic, the extension, I mean? 


Mr. McGrecor: What is meant by that reference is the fact that there is 
in each passenger aircraft a considerable amount of available cargo space, that 
is there automatically and it is still not filled. 


The CHAIRMAN: You do have planes other than passenger planes which 


‘are carrying cargo? 


Mr. McGrecor: We have one aircraft equipped for the carriage of cargo 
exclusively. 
Mr. McLure: Was there any exchange of services in the maritime provinces 


' with the Maritime Central Airways and the T.C.A. from Moncton, Fredericton 


and Halifax? 

Mr. McGregor: Yes, there is interline connecting arrangements at all the 
points where the two companies join, and Moncton is a good example. 

Mr. McLure: Moncton is a point? 

Mr. McGReEGor: Yes. 


The CHAIRMAN: Any further questions on expansion of service? 
Passenger traffic. 


Mr. Kwnicut: Mr. Chairman, on top of page 7, first column, there is a 

comment which says: 
‘““...efforts to lessen the amount of autumn and winter decline in 
loads continue to meet with success.” 
The situation is smoothing itself out, itis? Then there is a comment on page 15 
in regard to the immigrants carried to Canada from the United Kingdom. 

The CHAIRMAN: I think we should not confuse the North Atlantic services 
with the Atlantic services, Mr. Knight. I think it would be better if we 
confined ourselves entirely, for the moment, to the North American services. 

Any further questions on passenger traffic? 

Mail traffic. 

Mr. GILLIs: I would like to ask Mr. McGregor if he had any representations 
from the Board of Trade of Sydney with regard to improving the mail delivery 
in Sydney by plane. There is one delivery a day there, I understand, both by 
plane and by train, which means it gets in there when it is impossible to sort it 
and deliver it that day, and so it has to remain in the post office 24 hours. There 


is only one delivery a day in Sydney and that is a pretty bad mail service for 


that city. | 
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Mr. McGrecor: I have not had any representations, but I think the con- 
dition you describe has been eliminated by the commencement of the North 
Star service through Sydney, which began on April 27 last. : 

Mr Ginuis: ‘Could be. | 

Mr. GEORGE: Who decides, if a flight leaving Halifax, say, or Moncton, :s 
cancelled, whether the mail will wait till the weather clears or whether it will 
be sent by rail. 3 

Mr. McGrecor: The Post Office Department. I think the general rule is 
that if the mail is at the airport it probably waits for the next flight. 

Mr. GEorGE: It appears to be that way. There are occasions when the mail | 
is held too long. 

The CHAIRMAN: That is the Post Office responsibility. 


Mr. FuLToN: When we discussed this mail revenue before, you told us it 
was difficult to figure out what it actually cost you, and I think you said you 
were continuing your studies into that. I wonder if you are now able to say 
you receive from this $1.45 per mail ton mile the actual cost to T.C.A.? 


Mr. McGrecor: I would say so, yes, taking the system as a whole. It varies 
a great deal on different routes, which was one of the reasons we have always 
said it was very nearly impossible to say what the dollar cost was for mail 
carriage. . 

Mr. FULTON: But you feel now you can tell the committee that the return 
received at least covers whatever cost factor you have been able to attribute 
to mail? 

Mr. McGrecor: Yes, I think that is a fair statement. 

Mr. MacpoNNELL: I had a small experience, which is very trivial, but 
perhaps I could get some idea as to how mail is routed. I had a letter mailed 
here one night, which should have gotten into Toronto next morning. It was 
put in the post office in time, with special delivery stamps on it, but.it did not 
arrive in Toronto the next day at all. Apparently what happened was that it 
was decided to send that. by air. The weather was bad and the plane did not 
leave. Of course that happens, understandably, but what I am interested in now 
is, if that letter had gone by train it would have gotten there the next day. 
Is there any rule for sending out mail? Is it always sent by air? It seems to 
me a case where a new tool was being used with such enthusiasm that it did not 
seem very sensible. Actually, that letter did not catch the night train and it 
came by the day train the next day. | 

Mr. McGrecor: I think it is unusual for mail to be sent between here and 
Toronto by air, particularly evening collection mail. Perhaps the stamps were 
interpreted as being air mail, in which case it might go by air regardless. 


The CHAIRMAN: Commodity traffic. 
Airport and airway facilities. 


Mr. KNIGHT: I see my own city of Saskatoon is mentioned here, so I could 
perhaps use that, I was going to say, excuse, but I do not need one for raising a 
small matter. Due to the increase of traffic to that city, a good many people, 
I think, would find it very convenient if some small lunch facility of some sort 
was provided. I think it would be an excellent thing. You have such facilities 
at other places, but at that particular airport people come off trains and rush 
out to the airport to board a plane and find at the airport there are no facilities 
for refreshments. This has been brought to my attention a time or two by 
people, such as the Board of Trade and some private individuals. I thought 
this might be a good place to mention it. I do not know whether the business 
through there is sufficient to justify that sort of thing and I am not pleading 
for anything on any elaborate scale, but a place for a quick bite, I think, would 
be a useful improvement at that particular point. ._Have you any comment to 
make on that? 
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% Mr. McGrecor: The facilities at airports are not administered or determined 

_ by the air line in the case of the airports administered by the Department of 

Transport. That department does its best to make its space available to con- 

_ cession companies for such facilities as you describe. As you know, the airport 

building situation at Saskatoon is rather critical and temporary. I imagine | 

when civil operation is begun in permanent quarters that something like that 
will be provided. 


Right Hon. Mr. Howe: As a matter of fact, we are very much behind in 
airport facilities and airport buildings at Saskatoon. The reason is the difficulty 
of building under present conditions and, another thing, the rapid growth of 
_ ithe traffic has been such that it costs a great deal of money to bring the 
_ facilities in step. We hope:that Saskatoon will be straightened out, but it 
will be some time before we can get a better airport building there which 
will make it attractive enough to increase the lunch facilities. I imagine if 
there were enough people at the airport, either travelling or sightseeing, we 
could get a local concéssionaire. 


| Mr. Knicut: I quite agree with the minister on those two main points, 
_ that the facilities with regard to buildings are certainly bad, and it is a bad 
_ + time to secure material, but will we have to wait for all these changes before | 
we can get any improvement like that? 

Right Hon. Mr. Howe: If you could get some local person to accept a 
concession there and provide the facilities, I do not think there would be much 
trouble. The difficulty is unless you make it attractive enough to attract people 
who are not air line passengers, as we did at many airports, it is not very 
attractive to a concessionaire, because it is difficult for him to make a living 
out’ of: it. 


Mr. GILLIS: I would like to ask this question. Your domestic flights in the 
Atlantic region originate in Newfoundland? 


The CHAIRMAN: We are just starting the Atlantic operations. 
Mr. GILLIS: You are on airport and airway facilities. 
The CHAIRMAN: I thought you were referring to flights. 


9 Mr. GILLIs: What I had in mind was this, that domestic flight west origi- 
nates in Newfoundland and there are many days when flying conditions in 
Newfoundland are such that the planes have to be grounded, with the result 
that there is no service from Sydney to Montreal. This happens so often that 
an additional flight should be put on originating in Sydney. There is also the 
_ same demand for an additional flight originating in Montreal to Sydney, two 
planes a day rather than one. During the time I was home when the House 
was out of session, I learned that there is plenty of business there for an addi- 
tional flight, because unless you have made reservations well ahead it is pretty 
nearly impossible to get a seat on that plane, and, in addition, there are many 
people who will strike an emergency, for example, they want to get to Montreal 
or Toronto and have to get there quickly, and unless they have their reserva- 
_ tion in they will maybe have to wait a week or so. Ifa good look was taken 
at that situation, I am sure that an additional flight from Sydney to Montreal, 
_ and an additional one back from Montreal to Sydney, would be put on, because 
' there is plenty of traffic there for it. . | 


Mr. McGregor: In the first place, I should say that Sydney is not entirely 
_ blameless in the matter of having weather conditions that suspend operations. 
Mr. GILLIS: Newfoundland, you mean? 


; Mr. McGrecor: No, Sydney I mean. I think that situation has been cleared 
_ up by the new North Star service. One of the troubles with the Sydney service 
_ in the past, arose from tying it in with the Newfoundland service, in that 

the range of the DC-3 aircraft has not permitted. them to go into doubtful 
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weather areas, find the weather unsatisfactory, and have the fuel capacity to 
come back. That situation is improved by the North Star aircraft on that — 
particular route. The North Star can go beyond Sydney, go into Newfoundland. 
and either land or not, and come back and resume its regular schedule. Further- 
more, it can take off at Torbay under conditions which would be impossible for 
the DC-3, and therefore provide a more regular Sydney service. So I think 
you will find that the,North Star services through Sydney to Torbay will go 
a long way to correct that situation you mention. 

The CHarRMAN: Atlantic services. Financial review. Any questions? 

Mr. MacDONNELL: What is the increase of revenue here as compared with 
the North Atlantic services? 

Mr. McGrecor: This is greater. 

Mr. MacponNnELL: Your percentage of vacancy is about the same? 

Mr. FuLTON: Your load factor has decreased slightly? 


Mr. McGREGOoR: Yes. 

Right Hon. Mr. Howe: The difficulty is, as you know, we have. to take 
care of a minimum summer service. We know there is little traffic, yet we 
have to run down to the Caribbean once a week. 

Mr. Futton: I appreciate that, but I thought your load factor had decreased 
slightly, yet your over-all operating picture shows considerable improvement, 
financially speaking. What caused the decrease in the load factor, are you 
very much concerned about it, and will it be adjusted? 

Mr. McGrecor: The load factor is a function of the frequency. Normally 
it has been our practice to cut the trans-Atlantic frequency down to five flights 
a week in the winter, but that was not done in the winter of 1951, it was main- 
tained on a daily flight basis. That has a tendency to decrease the load factor 
slightly, but costs do not go up in proportion. Only direct operating costs are 
saved when there is a reduction in frequency. 

The CHAIRMAN: And your net result shows it was a wise move? 

Mr. McGrecor: Yes, the decision was influenced, too, by the immigrant 
traffic. 

Mr. Fuutton: A lot of your eastbound flights would have been empty? , 

Mr. McGrecor: That is right, to a degree. 

Mr. Futon: I think you actually increased your flight frequency somewhat 
over the previous year; you must have had a fair number of comparatively 
empty flights, and yet your financial result has improved. I was wondering— 

Mr. McGrecor: In increasing the frequency the costs do not go up pro- 
portionately. - 

Mr. FULTON: I see. That is the answer. 

The CHAIRMAN: Any further questions on financial review? 

Expansion of service. 

Mr. CHURCHILL: I think we should not overlook that concluding paragraph 
at the bottom of page 9, speaking of the record of reliable flight performance 
matched by no other air line. I think that is most commendable and I think 
the confidence the people are showing in TCA is dependent upon that. Is the 
same true with regard to the North Atlantic services? Have you a comparable 
figure? 

Mr. McGrecor: Yes, as a matter of fact that statement does refer to the 
Atlantic service. 

Mr. CHURCHILL: I mean to the North American service. 

Mr. McGrecor: Yes, the flight performance is covered in what I read 
before. I believe 96-1 per cent of all flights were completed. 
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Mr. MACDONNELL: Isn’t that rather astounding? On page 9, every single 
_ flight was completed. You were never compelled to turn back. 


S Mr. McGrecor: That means that every flight was completed. It might 
have been postponed or turned back, but it was flown, it was never cancelled. 


Mr. MutcuH: And they all got through eventually? 


Mr. MacpdonnELL: As distinct from the home service, where a certain 
number were cancelled? 


Mr. McGREGor: Yes. | 
/ Mr. MACDONNELL: Of course that has to do with the length of the trip, has it 
» not? 

The CHAIRMAN: A great deal to do with the frequency of the service. 


Mr. McGrecor: If there is another flight scheduled in two or three hours, 
a particular flight, which has been delayed may, occasionally be cancelled. 


The CHAIRMAN: Page 10. 


a 


Mr. KnicHt: Mr. Chairman, I thought we were on page 6 yet. I would 
like to ask a question on passenger traffic. We will come to it on page 15. 


Any questions on expansion of service, page 10? 
; Passenger services, page 15. 


se Mr. KnicHuT: In’ the second paragraph, and might I refer once again to 
_. page 7—about the equalizing of these winter loads: 


It is gratifying to report that the company’s efforts to lessen the 
amount of autumn and winter decline in loads continue to meet with 
SUCCESS. 


Then, turning to page 15, the question about the immigrants, it would appear 
from page 15 that this business of transporting immigrants rather upsets the 
balance. Is it not true that your lighter loads are coming westward? 


Mr. McGRecGor: No. 

Mr. KNIGHT: They are not? 

Mr. McGrecor: On the Atlantic? 
Mr. KNIGHT: Yes? 


Mr. McGrecor: No, but the unbalance referred to is not a seasonal 
unbalance, it is a directional unbalance. The eastbound loads were lighter, and 
if it were not for the heavy westbound loads the flights would not be justified 
at that high frequency. 


Mr. FULTON: Referring to the opening of an industrial advisory service in 
London, I am wondering whether you are not doing’ there some of the work 
that would be done by the Canadian National Railways’ office in London, and 
also, I think, by our Canadian immigration service. Have you a separate ofttice 
to perform that service? 


Mr. McGrecor: We have not a separate office, it is a bureau within our 
own Offices and it is to assist people who come in for the purpose of buying air 
transportation and who ask us a number of questions. We found it was 
uneconomical and not satisfactory to have ordinary air line personnel who were 
engaged in the selling of tickets trying to provide that kind of information or 
to attempt to answer all the questions that a probable first visitor to Canada 
would ask, so we have a separate desk at which that type of information is 
available. 


Mr. Fuuton: Is that information given by separate people in your employ, 
or people who are put there by the immigration service? 


Mr. McGrecor: No, it is given by separate people in our employ. 
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Mr. FuLton: It seems to me on the face of it, and I would be glad of your 
comment on the question, that it would be more logical to suggest that the one 
office in London do that service for all three, the Canadian National Railways, 
the immigration service and yourself, because, as I understand the location, the | 
offices are not very far apart, and so it would not involve any great hardship — 
to suggest to somebody that he go down. the street to Canada .House and he 
would get this complete information. 

Mr. McGregor: I think the reference in the report sounds more imposing 
than it actually is. It is simply a method of taking the load off the counter 
personnel that normally develops as people make inquiries with their purchase 
of tickets. People coming into the ticket office begin to ask questions and they 
hold up the work of the people who should be selling tickets, and it is just a 
matter of referring them across the office to a desk, which is manned by only 
one individual at a time to supply all this information and replies to questions 
as to where they can go, what they can sell, and so on. We do not attempt to 
encroach on the normal trade development work, and if the information 
requested, is of that type passengers are referred to the usual sources. 

Mr. FuLton: I think perhaps I gave it an emphasis in reading the report 
which you did not intend. 

Mr. Gruuis: I would like to ask you at this point if you have anything in 
your budget or in the plans for the improvement or building of a new airport 
at Halifax. There has been considerable talk about it for some time and I was 
wondering if you had anything in mind. 

Right Hon. Mr. Howe: That item would be in the Department of Trans- 
port estimates—T.C.A. does not build airports. ; 

Mr. Giuuis: I thought they might oe the fact that they were improv- 
ing the facilities. 

Right Hon. Mr. Howe: I dare say T.C.A. would be very ee rues if the 
facilities were improved. 

Mr. GILLIS: You cannot give us anu thane on it? 

Mr. McGrecor: We have nothing to do with it. There have been reports 
in the press that it is being considered.’ 

The CHAIRMAN: Are there any further questions on passenger traffic? 

Mr. Knicut: In regard to service to passengers on these routes, there was 
a discussion in the House the other day regarding meals and refreshments— 
a discussion which is perhaps not satisfactory because it was incomplete. I 
want to say before I start that I have no prejudices in this particular matter 
but I think in view of the disturbing rumours of one sort and another in certain | 
sections of the public, perhaps this is the place to get the facts regarding the 
particular matter so that people can know upon what to base their prejudices— 
if there is anything involved. 

I think Mr. Howe made a statement in the House in which he said that 
as of May 1 the system of free meals and liquid refreshments to accompany 
them is being discontinued. Is that correct? 

Right Hon. Mr. Howe: On the north Atlantic run. 

Mr. McGrecor: I would be delighted to have an opportunity to speak on 
that point because Mr. Howe made the statement absolutely correctly. He 
specified the North Atlantic but he was widely quoted in the press as saying 
there were to be no more free meals on T.C.A. That is not the case. The only 

route that is affected is the north Atlantic. 


By Mr. Knight: 
Q. That is exactly why I want to bring the matter out. I take it meals and 
such will be served on the north Atlantic route provided they are asked and 
paid for?—-A. That is quite right. 
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Q. Then what is the situation regarding the Bermuda and Caribbean routes 
on the same matter?—A. It will remain exactly the same as in the past—free 
meals. 


@. When you say free you mean that passengers pay for them in the price 
of the ticket rather than specially ordering and paying for them? 


Mr. GILLIS: You never get anything free. It is worked in somewhere. 


Mr. KNnicHT: I will pursue the liquor question a little further. In the case 
4 of liquor being served on either routes—I take it that it is served in glasses and 
‘ that there is no mention of the manufacturer’s name or anything of that sort? 


Mr. McGrecor: May I answer that? 
The CHAIRMAN: Yes. 


Mr. McGrecor: Apparently there is a suspicion on the part of an organiza- 
tion that T.C.A. was in some manner acting as an advertising agent for a 
brand. That is not the truth. 

We did serve, in the case of the overseas routes, liquor from regular 
_ bottles and the accounting associated with that was quite fantastic. We 
approached several distilling companies and asked if they could give us indi- 
_ vidual bottles so the checking would be merely a bottle count and not a 
calculation of the amounts used out gf large bottles. One organization and 
_ only one offered to do that for us. Incidentally we pay a little more for the 
_ liquor in the individual bottles than in the regular 26 ounce bottles. - 


Right Hon. Mr. Howe: Incidentally the amount of drink contained in a 
bottle would not be considered to be a drink in Saskatoon. 


Mr. KNIGHT: May I say I have seen larger drinks served in Ottawa than 
I have seen in Regina. | 


4 By Mr. Knight: 


Q. Just for the record, and I think these things should be clear on the record 
so that people will know what they are talking about, there is no indication on 
any drink served in any plane of the name of the manufacturer?—A. Yes, the 

-manufacturer’s name is‘on the bottle and it says “bottled especially for T.C.A,”? 

@. Does the passenger see the bottle?—A. Not normally and I think in 
the case in question the passenger must have asked for a souvenir bottle. 

@. Well then, perhaps this may be ridiculous, but are there any sample 
bottles distributed among the passengers?—-A. Not as such, no. 

a Q@. The air line is not being used in any way for liquor promotion?—A. That 
is absolutely correct. 

Q. Well, that is very satisfactory to me. 


The CHAIRMAN: Mail traffic. 


By Mr. Macdonnell: 


@. These 7,600 immigrants brought out by air, are they brought out that 
way because of the inadequacy of ocean transport, because they are in a 
hurry, or because you made the arrangements to get them?—A. It is a com- 
bination of the first two but it is over now; it has stopped. 

@. Do you mean temporarily?—-A. No, permanently, as far as I know. 


Right Hon. Mr. Howe: The reason is that boat traffic is greater now. 
There is more boat traffic and there has not been the need to make special 
arrangements for bringing immigrants by plane. A year ago there was. We 
could not get enough space on the boat. 


Mr. MACDONNELL: You mean that the shipping available is greater? 
Right Hon. Mr. HOWE: Very much. 
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By Mr, Knight= + . 

Q. Might I add to my series of questions so there will be no misunder- 
standing. Does any manufacturer supply to the air line, or has it ever supplied | 
to the air line, liquor for which the air line has not paid?—-A. Not to T.C.A. 

Q. It is T.C.A. we are talking about. 


Mr. MAcDONNELL: What about this reference to dollar fares. You say: 
“Some minor adjustments were made to the price of overseas air travel. Dollar 
fares... were increased on July 1 to reflect changes in the rate of exchange.” 


Mr. McGrecor: Oddly enough we are speaking about the second and third 
quarters of 1951 and the rate of exchange at that time went to 7 per cent— 
therefore international fares in Canadian dollars increased since all inter- 
national fares are based on the United States dollar. The position has since 
reversed itself. 


~The CHAIRMAN: Mail traffic? Commodity traffic? 


By Mr. Mutch: 


Q. On commodity traffic, is the question being considered of putting on 
freight flights between Montreal and Vancouver—non-passenger flights carrying 
freight only or air freight?—-A. Mr. Mutch, that will be done if the condition 
that the report refers to, ceases to apply. If what I may call “ancillary cargo 
capacity” provided by passenger aircraft flights is overtaxed. That has not 
occurred yet, but should it, cargo aircraft will go into service, quickly. 

Q. Only if it does?—-A. There would be no point in flying a separate aircrait 
to take care of freight if there was still space available for it in the cargo 
compartments of passenger planes which were flying the route for passenger 
traffic reasons. 

Q. Are you not getting more air cargo than you can handle?—-A. Nothing 
like it. 

Q. Well, the last time I flew west I was surrounded by eight seats con- 
taining cut flowers?—-A. That heavy flower traffic is of very short seasonal 
situation. 

@. None of the flowers were on me and I know that you are getting more 
passenger traffic at certain times than you can carry, but I was concerned to 
know whether you were getting more cargo traffic. 


By Mr. Macdonnell: 


Q. Mr. McGregor, you say “In 1951 the company carried more air cargo 
through the north Atlantic gateway point of Montreal than all its competitors 
combined.’ Does that mean it was all trans-ocean traffic?—A. Yes. 


@. Could we just have figures to make that specific—who are the com- 
petitors?—A. B.O.A.C., K.L.M. and Air-France. . 


Q. When you say they are competitors— —A. B.O.A.C. operates to London, 
Air-France to Paris, and K.L.M. to the Netherlands. They are all competitors. 


Q@. What about facilities? I suppose their facilities are more or less the 
same?—A.. Yes. 


Mr. KNIGHT: Do you know if that situation is true on the mail? In the 
special paragraph up above it says that the load given to T.C.A. is still meagre. 
Does that mean that very few people write to that particular part of the world, 
or is T.C.A. not getting its share of the business? 


Mr. McGrecor: ‘“‘Meagre” refers to the Caribbean and it is fair to say 
we are not getting our share of the business. There are several technical 
factors to account for that, coupled with the fact that the colonial governments 
in the Caribbean have not seen fit to give us any mail. 
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“By Mr. Fulton: 
@. What is the comparable situation with respect to passengers? Have 


4 you any figures to show how we compare with the other competing air lines?— 
_ A. We have figures and can get them. Due to our frequency I would say it is 
_ very probable that the same statement as for commodity traffic is true. 


@. Because we operate the most frequent service?—A. Yes. 

Q. As a matter of interest you might file that information with the com- 
mittee?—A. I will be glad to do so. 

(See Appendix ‘“A’’.) 


Q. The other question I had was with respect to the commodity shipment 


of flowers and you will remember there was some controversy as to whether 


you should continue shipping those by air. As you say, it is a very perishable 
and highly seasonable commodity. Did your experience this year work out 
satisfactorily with the growers concerned and have you decided to continue 
it—so that it will go on from year to year?—A. It was reasonably satisfactory 
from the air line point of view. The growers asked for several extra sections 
for the specific purpose of shipping cut flowers. Only about two-thirds of the 
accommodation requested was used. Easter this year coincided with the 
coming into bloom of a large amount of western flowers, but apparently the 
market demand was not quite as big as they had thought it would be. That 
was apparently the limiting factor; but certainly the air space was available in 
greater quantity than was actually used. 

Q. Their thought was that they would have to ask for air space in excess 
of normal. Would you have been able to take care of the actual amount 
shipped without providing extra space?—A. Not without extra sections. 

@. I appreciate that you cannot make any firm commitment of this sort 
but on the basis of other factors being equal is it reasonable to assume that 
you will provide some extra space next year?—A. Yes. 


Mr. MACDONNELL: Referring to what you say about your air cargo being 
greater than competitors, do I gather that is attributable mainly because you 
have more flights, or is there some other reason? Is it special cargo that T.C.A. 
can have designated to it by reason of the government? 


Mr. McGrecor: No, there are no special concessions of that nature. I 


4 _think it-is"a Pont aoe of both frequency and the fact that T.C.A. probably 


‘has stimulated ocean transport more than other companies have so far. 


The CHAIRMAN: Airport and airway facilities. 


By Mr. Fulton: 


@. There is a paragraph about the north Atlantic aeronautical radio 
stations. What significance is there to that section of the report?—-A. That 
Signifies that the air line and other organizations were operating a communica- 
tion channel independently, now they have been consolidated under one agency 
and we lease the facilities or rather we pay a message rate on those facilities 


now. It comes under one jurisdiction now and is somewhat tidier. 


@. Do you think it will represent an over-all saving?—A. I think the cost 
to the air line is about the same or perhaps even higher at the present time. 
As traffic grows, presuming it will, the cost should go down. 


‘Mr. MAcDONNELL: Speaking of the paragraph Mr. Fulton inquired about 


you said “One agency” but I was not quite sure what you meant. You say 


here: “They were .. . retained through the administration of the Department 


of Transport.” When you said “agency” did you mean the Department of 


Transport? 
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Mr. McGrecor: No, I meant the Canadian Overseas Telecommunications 
Corporation. There are two different things referred to in that paragraph. 


Mr. Giutuis: Mr. McGregor, did you have any complaint from the per- 
_ sonnel on making that switch? How did it affect their wages and conditions? 


Mr. McGrecor: Wages I think were comparable. There were some ques- 
tions asked about the relative desirability or otherwise of the pension arrange- 
/ments as ‘between T.C.A. and the department. 


By Mr. Macdonnell: 

Q. Going back to my question, I see the third paragraph answers completely 
the situation regarding Bermuda and the Caribbean but I am still not quite 
sure about the second paragraph.—A. The situation in the case of the Depart- 
ment of Transport was again that the air line was operating one or two stations 
—Gander, and Montreal—I am talking about trans-Atlantic of course—and one 
other; whereas, the Department of Transport was operating all other facilities 
and it was decided a year or more ago that the department should take on 
the whole of the Atlantic air to ground communications responsibility. ~ 

@. There again do I understand that in a certain area the Department of 
Transport functions and in another area—the Caribbean and Bermuda— 
Canadian Overseas Telecommunications operates? 

What is the difference in the relationship of the Department of Transport 
—A. We have none— 

Right Hon. Mr. Howe: A Crown company was established two years ago 
to take over the facilities of Marconi. The Marconi service was nationalized 
and Canadian Overseas Telecommunications was a Crown company established 
by parliament to take over that part of the Marconi service which falls within 
Canada and within Canadian responsibility. 


Mr. MACDONNELL: Would it be correct to say it operates on behalf of the 
Department of Transport—or who does it report to? 


Right Hon. Mr. Howe: It reports to the government through the Minister 
of Transport. It is a Crown company; it is not a direct Department of Trans- 
port operation. It is a Crown company with its own board of directors. 

Mr. MACDONNELL: What is the reason it operates in the area that it does? 

Right Hon. Mr. Howe: That was the area formerly operated in by Marconi. 


Mr. MAcCDONNELL: But was there any natural division—any administrative 
convenience in that? 


Right Hon. Mr. Howe: No, I think it more or less happened that way. 
Certain new facilities had been established directly by the Department of 
Transport, certain others by Marconi. A particular company took over the 
Marconi service which extends around the world—the Commonwealth Com- 
munications Service. x 

Mr. McGrecor: I think the answer is that there are two different types 
of service. The Department of Transport operates radio facilities for the 
handling of air traffic, etc., with respect to the trans-Atlantic. On the other 
hand, the Canadian Telecommunications Corporation’s services referred to, 
serve the Caribbean routes. 


Right Hon. Mr. Howe: Generally speaking the Crown company operates 
the cable and wireless service formerly operated by Marconi. 


By Mr. Fulton: 


Q. Who does that service that you referred to a moment ago for the north 
Atlantic—reporting from Gander to London that an aircraft has left and so on? 
—A. There is a circuit leased jointly by the trans-Atlantic operators. We pay 
that cost directly. 
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Q. Whose system is that?—-A. I do not know the name of the operating 


- company. 


Q. You stich a yourself or at the least the north Atlantic operators— 


TA We do not operate it; we pay for the right to use that circuit. 


@. It is operated by the owners. 

Mr. MAcDONNELL: The whole of that service is divided into three bits? 

Mr. McGrecor: There are two different types of service—air to ground 
and ground to ground, and also two different geographical areas involved. 


Mr. MAcCDONNELL: There are three involved—the Department of Trans- 
port, this special agency, and Canadian Overseas Telecommunications. : 


By Mr. McLure: 

Q. How many feeder lines have T.C.A. in Canada?—-A. You mean— 

Q. Those would be independent lines co-operating with T.C.A. across 
Canada. For instance, take Maritime Central Airways. That is a different . 
line altogether. They co-operate with T.C.A. and become a feeder line for 
them. How many of those have you across Canada?—-A. There are four or 
five. comparatively large ones: Canadian Pacific Airlines, Maritime Central 
Airlines, Queen Charlotte Airlines, Central Northern Airlines—there are also 
a number of smaller ones that connect with us in the same way. 

Right Hon. Mr. Howe: You have a traffic arrangement with a great 
number of them? 


Mr. McGReEqGor: Yes. , 
Right Hon. Mr. Howe: Almost any line will sell a ticket for travel via 


T.C.A. and to almost any destination. 


Mr. McLure: Some of our passengers complain in Prince Edward Island 


that they cannot get reservations held long enough for them in Moncton, we 


will say. Maritime Central Airways will take them over that far and it used 
to be understocd that T.C.A. would hold a couple of reservations until a short © 
time before their flight from Moncton. 

Mr. McGrecor: We hold reservations up until three hours before flight 
departure and they are only relinquished then if there is a waiting list of pas- 
sengers desiring those seats. 


By Mr. Dumas: 
Q@. Under the item “routes,” I wonder if Mr. McGregor would tell us 


whether the route from Montreal through Ottawa, North Bay and Sudbury 
a to Toronto has been abandoned?—A. No; a route Montreal, Ottawa, North 
Bay, Sudbury, Sault St. Marie has been applied for by T.C.A. 


Q. Did T.C.A. apply for a route from Rouyn to Toronto?—-A. No. 


Mr. MAcCDONNELL: Under routes, may I ask this. ‘“‘This was an aggregate 
increase of 490 miles or 3 per cent over 1950. Over this system, encompassing 
45 communities .. 2’ what do you mean by “communities”? 


Mr. McGrReEGor: Cities at which we stop. 
The CHAIRMAN: Personnel? Property and Equipment? 


Mr. FuLtTon: Mr. Chairman, I do not want to get into a technical discunaan 
but you refer to this: ‘“‘The new aircraft will be powered with Wright 3350 


4 ‘compound’ engines. . .”. Briefly, what is that type of engine? 


Mr. McGrecor: It is an interesting question, Mr. Fulton. The term 
“compound” refers to the fact that this is a piston type engine basically which, 


instead of being left at that does the following: The exhaust coming from the 


18 cylinders, is conducted through three turbines, and the velocity of that gas 
is used to drive those turbines which in turn produce about 400 additional 
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horsepower, which is transferred through gears to crank-shaft of the piston 
engine. “Compound” refers to the fact that they are using two different sources 
of power in the one engine. 


Right Hon. Mr. Howe: In other words it is just a combination with another 
form of jet. 


The CHAIRMAN: What spéed do you get? 


Mr. McGrecor: These aircraft have a cruising speed of about 325 miles an 
hour. 


By Mr. Mutch: 

Q. I want to ask you a question with regard to the North Stars—that is the 
ones travelling east and west. I think that last year you mentioned something 
about new mufflers that are going to eliminate noise?—A. Yes. 

Q. How far has that advanced?-—A. It has advanced quite satisfactorily. In 
fact one aircraft is now equipped and is operating between Montreal and New 
York—and has been for the past four weeks. Deliveries of the production 
models of the cross over exhaust manifolding and the associated cowling are 
scheduled to commence in June of this year and to be completed by November. 

Q. In other words all your North Stars will be complete before the end 
of the year?—A. Yes. 

Q. Is that your own development?—A. Yes, T.C.A.’s development. 

Q. You told us a year ago that you were proceetling independently of the 
manufacturer, and this is a product of your own engineers?—A. Yes, that is 
correct; I really should say it is a product of Winnipeg. | 

Q. I was too modest to say that but I hoped that you would. However, you 
will not be surprised that I knew the answer. 


By Mr. Fulton: 
Q. Last year the committee asked you through its report, and I am 
reading from page 241 of last year’s minutes of proceedings: 

Your committee noted that progress has been made in research to 
reduce exhaust noise in North Stars, and hopes that responsibilities of 
Canadair in connection with the installation of any successful device will 
be further investigated. 


I know that I and one or two other committee members expressed it as an 
offhand opinion at any event that the responsibility of Canadair under that 
agreement should be pressed very vigorously. I wonder if you can tell us what 
if any results came of that recommendation?—-A. Yes, I can. In fact I think 
that the remark you have just quoted arose from a certain amount of ambiguity 
that existed in the Canadair-T.C.A. contract which was read at that time. 

Q@. Yes.—A. The matter was investigated very carefully by the legal depart- 
ment and the opinion was given the contract provided that if Canadair 
developed a cure for the exhaust noise’in the North Star aircraft then T.C.A. 
and Canadair would share the expenses. 

The interpretation was, and I think correctly, that there was no provision 
for ‘Canadair to share any of the expenses if, as was the case, Canadair 
abandoned the development, and a form of muffler was developed by T.C.A. 

Mr. FULTON: Was any investigation made by your legal department on the 
question of the responsibility of Canadair working hard to produce something? 
Because, if that was so provided for in the contract, then all Canadair would 
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- have to say was “we have made some token investigation to produce some- 
_ thing but we cannot produce anything, therefore the cost and the responsibility 
will rest on you.” What were the terms of the contract in regard to the 
Canadair obligation to work in order to try to get something? 
; Mr. McGrecor: It was the responsibility of Canadair to do such to the 
exhaust of the North Star as would make the aircraft competitive. We could 
not say that the aircraft was not competitive because it was doing very well. 
Also the development efforts made by Canadair could not be described as 
token. They worked for well over a year on that problem and they developed 
a cross-over exhaust which produced a considerably quieter engine, but it 
did have a heating problem. 

Mr. MutcH: Perhaps they should open a plant in Winnipeg too. 

Mr. FuLTonN: Was it your feeling, or did you take advice of counsel or 
' from lawyers on the question of whether or not Canadair had discharged its 
obligation for research under the contract? 

Mr. McGrecor: Not phrased in that way, Mr. Fulton. As a matter of fact, 
we and our legal people are very much en rapport with the work done by 
_ Canadair, and are satisfied that they put a very legitimate effort into the 
problem. 

Mr. McCuLitocH: Might I ask if any efforts have been made to provide 
arrangements for pipe smokers? 

Mr. McGreaor: No, Mr. McCulloch, the policy of the greatest good for the 
greatest number, still seems to rule out pipe smoking. 

Mr. FULTON: Why are all the Constellations being placed initially in the 
overseas service rather than in the domestic service? 

Mr. McGrecor: I did not hear your question, Mr. Fulton. 

Mr. FuLTon: Why are all the Constellations being assigned exclusively 
to the overseas service initially rather than being placed in the domestic 
service? 

Mr. McGrecor: It is very desirable that aircraft be segregated by routes; 
and the foreseeable need of the total system for additional aircraft corresponds 
to number of aircraft needed in the Atlantic fleet. Furthermore, these aircraft 
are of a very long range type and will fly the Atlantic non-stop.. They are 
‘therefore best suited to that service. 

The CHAIRMAN: Are there any further questions on ‘Property and 
Equipment’’? 

Mr. MACDONNELL: Am I correct in understanding that counsel advised you 
that you have got no claim against Canadair? 

_ Mr. McGrecor: That is correct. 

Mr. MAcCDONNELL: Without getting you involved in the details of engine 
manufacture, I understand you are proceeding with a sort of combined type, 
and that you are not going into pure jets? 

Mr. McGrRecGor: At this time, yes. 

Mr. MACDONNELL: How serious to you would be the problem, supposing 
jets become manifestly superior to others? Would you have a great problem 
in changing over? 

Mr. McGrecor: With the super Constellations, there would not be a great 
problem, but it would be an expensive one. Technically it would not be 
difficult, but it would not be economically or reasonably feasible to make the 
change with respect to the North Star aircraft. 
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Mr. GEORGE: Have you any plans for jets? 

Mr. McGrecor: No, no definite plans. We are keeping very much abreast 
of current developments; but our feeling is that we are desirous of seeing 
sufficient experience with either jets or turbo-prop aircraft to be able to make 
good estimates as to their operating costs. How expensive are they going to 
be to maintain? What will the jet fuel picture be in the years to come? Those 
are all points which we do not feel have yet been answered in sufficient detail 
to provide for definite planning for that type of aircraft at this juncture. 

The CHAIRMAN: The “balance sheet,” page 18. 

Mr. MACDONNELL: I noted with interest what was said about reptacnae 
and the figures which you have given us. But. can anything be said on this 
point: you are setting aside a certain amount of money for replacements this 
year, in addition to depreciation? 

Mr. McGrecor: That is correct. It is a difficult question to answer because 
there are two or three variable factors in it. If the price of replacement aircraft 
remains stationary—which it shows no tendency to do so far—it would take, 
roughly, three times as much investment in aircraft equipment to replace the 
aircraft which we now have. | 

Mr. MACDONNELL: I can agree with you there; I cannot ask you to predict 
the future. 

Mr. McGrecor: On the basis that there is about $15 million invested in 
aircraft equipment now, we would then need to obtain from earnings, some- 
-thing like $30 million, if we are not to take on new capital. 

Right Hon. Mr. Howe: We sort of creep up on this thing. We are getting 


the five four-engined aircraft for the North Atlantic, and immediately deprecia- | 


tion will start to accrue on the basis of their cost; and by spreading out our 
purchases, it is not as bad as though you replaced the equipment all at once. 
It does not mean $30 million additional, so to speak. 

Mr. MAcDONNELL: Have you had enough experience yet to say what the 
life of an aircraft is? 

Mr. McGrecor: The life of an aircraft could be called infinity because an 
aircraft is not allowed to grow physically old. By life we mean the competitive 
life of the aircraft, and its acceptability to the travelling public. Their pro- 
ductive life will depend on how well the existing aircraft meet those require- 
ments. We estimate the useful life of the North Star as being 7 years. 

Mr. MACDONNELL: Did you say that the total cost of your aircraft was 
$15 million? 

Mr. McGrRecor: Yes. 

The CHAIRMAN: That is the amount after depreciation? > 

Mr. McGReEGor: Yes. , 

Mr. MAcDONNELL: I read an article the other day to the effect that you 
should make us all sit backwards, because it would ‘make us safer. Are you 
going to do that? . 

Mr. McGrecor: That is a question which has been the cause of a great 
deal of controversy in air line operation. , ; 

Right Hon. Mr. Howe: It has been a wide open question for 10 years. 


The CHAIRMAN: Shall the report pai 
Carried. 


Shall we now turn to the ‘Auditors’ Report’? 
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GEORGE A. TOUCHE & CO. 
’ CHARTERED ACCOUNTANTS 
LEWIS BUILDING 
465 St. John Street, Montreal 1 
MONTREAL, TORONTO, WINNIPEG, REGINA, EDMONTON, CALGARY, CRANBROOK, 
VANCOUVER, VICTORIA | 
REPRESENTED IN THE UNITED STATES OF AMERICA AND GREAT BRITAIN 


6th March, 1952. 


TRANS-CANADA AIR LINES 
THE RIGHT HONOURABLE THE MINISTER OF TRADE AND COMMERCE, 
OTTAWA, CANADA. 
SIT. 
We have audited the accounts of the Trans-Canada Air Lines and its Sub- 


sidiary Company for the year ended 3lst December, 1951, under authority of 
the Trans-Canada Air Lines Act, 1937 as amended and we now report, through 


you, to Parliament. 


Our examination of the accounts was made in accordance with generally 
accepted auditing standards, and included such tests of the accounting records 
and such other auditing procedures as we considered necessary in the circum- 
stances. In this connection we worked in collaboration with the executive 
accounting officers having as a common objective the securing of maximum 
internal protection to the Air:Lines in the control of cash receipts and expendi- 


_ tures, securities held, material stores and accounts receivable of all types. The 
e Air Tes are further protected by fidelity bond insurance with outside under- 
>. writers. 


Our audit of the accounts included the verification of the Consolidated 
Balance Sheet and the Income Accounts and certification thereof. 


INCOME ACCOUNTS 


Depreciation | ss 


Provision for depreciation on capital assets was made during the year on 
the following bases: 

(a) Flight equipment in service— 

- North Star M2—7 REN estimated life from date of being put into 

service. 
DC3—4 year estimated life from date of being put into service. 
(6) Ground facilities—estimated life, the period depending upon the type 
of asset. 


In view of the uncertainties of the firicst for second-hand aircraft four 
years hence, it has been deemed advisable to adjust the residual value of North 
Star M2 piperart from the previous estimate of $67,000 to $30,000 per aircraft. 


a This action is in line with the policy adopted by Airlines in the United States. 


The estimated life from the date of installation of permanent and temporary 


g buildings has been reduced from thirty- emcee and a third years to twenty and 
7 ten years respectively. 
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Two used North Star M2 aircraft were purchased during the year and the 
net book value of these aircraft was brought into line with the depreciated 
value of similar aircraft already owned by the Airlines by charges to Flight 
Equipment Depreciation Accounts. . 

During the year the remaining five of the twenty-seven DC3 aircraft 
became fully depreciated with a residual value of $5,000 each. 


Interest on Capital Invested 


Interest at the rate of 3 per cent was paid to the Canadian National Railway 
Company on its investment in the capital stock of the company. 


Non-Operating Income—Net 


Temporary cash investments consisting of Canadian National Railway 
2% per cent guaranteed bonds and 3 per cent bonds and debentures guaranteed 
by the Provinces of Ontario and Quebec carried at cost in the Balance Sheet 
at 31st December 1950, were sold during the year and the resultant loss has 
been charged against Non-Operating Income. Credits to this account comprise 
interest earned on temporary cash investments, interest on deposits with the 
Canadian National Railways and discounts earned on purchases. In the case 
of the Atlantic Services the expense arose through the sale of foreign currencies. 


CONSOLIDATED BALANCE SHEET 


Assets and Liabilities 


Accounts receivable and payable of all classifications have been tested by 
us with the subsidiary and controlling records, cash and other transactions 
subsequent to the year end, departmental files and general supporting informa- 
tion but such accounts have not been verified by direct communication with the 
individual debtors and creditors. 

A physical inventory of material and supplies was taken late in 1951. We 
have received a certificate from the responsible officers to the effect: — 


(a) That the quantities were determined by actual count, weight of 
measurement or by a conservative estimate where such actual basis 
was impracticable, and 


(b) That the inventory pricing was based on latest invoice price for new 
materials, and that proper allowance for condition has been made in 
pricing usable second-hand, obsolete and scrap materials. 


Ledger values were brought into agreement with the physical inventory by a 
charge to operating expenses of $8,000. . 

During the year surplus funds of $11,000,000 made available through 
accumulated depreciation accruals, were deposited with the Canadian National 
Railways. Interest at the rate of 3 per cent was paid to the Airlines on these 
deposits. 

The Insurance Fund investments consist of securities of the Government of 
Canada, Canadian National Railways (Guaranteed by the Government of 
Canada), Provinces of Ontario and Quebec and securities guaranteed by the 
Province of Ontario, together with cash and sundry current assets. The year- 
end market value of these securities was 11-08 per cent less than cost. 

Advance payment on purchase of Aircraft represents an advance of 
25 per cent on the purchase of five Lockheed Super Constellations due for 
delivery in late 1953. 

Capital assets are carried on the basis of cost, less accrued depreciation. 


Insurance Reserve 


The Insurance Reserve amounts to $4,572,000 of which $3,010,000 is 
applicable to the North American Services and $1,562,000 to the Atlantic 
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4 Services. The Reserve in respect of the North American Services reached the 
4 “maximum considered necessary in 1949. The Reserve applicable to the Atlantic 


Services increased BY $514,000. 


Profit and Loss 


The profit for the year, amounting ‘to $3,891,000, has been reserved as a 
contribution towards increased cost of future purchases of capital assets. 


Where foreign currencies are involved, the Balance Sheet accounts of the 
Air Lines are converted generally as follows: 

(a) United States Currency—at the dollar par of exchange. 

(b) Sterling Currency—at the rate of $2.95 to the pound. 


Dollar amounts stated in this report are to the nearest thousand. 
GEORGE A. TOUCHE & CO. 


Mr. KnicHt: I would like to ask Mr. McGregor to enlarge upon the para- 
graph entitled “The Air Transport Prospect” on page 18 of the report, WaT 
he says: 


In May, 1952, the company will introduce much lower fares on the 
North Atlantic and thereby bring overseas air transportation within the 
financial reach of a new and larger market. 


Just what will that involve? It must involve a decreased service or a 
cheaper type of service? 

Mr. MutcH: Buy your own liquor! 

Mr. McGrecor: Part of your question has been answered ae Mr. Howe 
and part by Mr. Mutch. In the first place, the minimum free passenger 
baggage is cut from 66 to 44 pounds. In the second place, meals are not 
provided free; and in the third place, there will be no liquor of any kind on 
board the aircraft. 


The CHAIRMAN: Are there any questions on the auditors’ report, before 


we go into the estimates? 


: 


Mr. FuLton: My question might perhaps be more properly directed to 
the auditor than to Mr. McGregor, or they may both answer it jointly. 
Is there any way which anyone can see at the present moment of meeting 
this problem of the inadequacy of your depreciation? 


The CHAIRMAN: I wonder if the auditor would mind coming around here 
to the head table. Now, Mr. Fulton, Mr. McGregor will have the help of the 
auditor. 


Mr, FULTON: Is there any way which would be in accordance with proper 
bookkeeping and accounting practice which has yet been worked out to meet 
this problem of the inadequacy of depreciation reserves on account of the 
appreciation in price? Do you know if there is anything fakes can be done 
_about that? 


Right Hon. Mr. HOWE: We would be glad, if we could, but we are subject 
to income tax, and we are bound by the same depreciation laws which apply 
to all industry; it is a write-off of the value of the assets. 

Mr. FuLtToN: It is something you just cannot do aaythine) about, and 
nobody has yet thought of a way of doing anything about it? 

Mr. MACDONNELL: They are doing it here to the extent they are recogniz- 
ing the problem and setting aside $3 million. I do not suppose we could find 
a company that does not recognize it by setting aside a part of its surplus. 

57210—3 
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The CHAIRMAN: Increasing its capital by surplus. 
Right Hon. Mr. Howe: There is no other way of doing it. 
Mr. MACDONNELL: The income tax laws will not let you. 


The CHAIRMAN: Are there any other questions on the auditor’s report? 
If not, does the report carry? 


Carried. 


Now we shall turn to the budget. ; | 


TRANS-CANADA AIR LINES 
Operating Budget—1952 


North 

All American Atlantic 

. Services Services Services 

Operating Revenues ............ $53,750,000 $42,565,000 $11,185,000 
Operating Expenses ....... Bula 52,430,000 40,250,000 12,180,000 
Operating Profit or (Loss) ...... $ 1,320,000 $ 2,315,000 ($ 995,000) 
Miscellaneous Income .......... 80,000 150,000 Dr. 70,000 
Interest on CNR Investment—Net 400,000 140,000 260,000 

Net Profit or (Loss) before 


PECOTC HE we watt akan alc tals $ 1,000,000 $ 2,325,000 ($ 1,325,000) 


TRANS-CANADA AIR LINES 
Capital Budget—1952 


Revotes New Items Total 
PATE IAU ATOR yo RS Wi ite nice ae MON LILY $ 155,000 $ 739,000 $ 894,000 
Propeller Equipment—Lockheed .... 60,000 60,000 
Rado EGQuipment sue sc cig. oN. 82,000 82,000 
Miscellaneous Flying Equipment .... 11,000 11,000 
Spare Units and Assemblies ........ 182,000 30,000 212,000 
Ground Communications Equipment. 14,000 2,000 16,000 
Hanger and Shop Equipment ....... 104,000 83,000 187,000 
AIM P VMOU PMeN TP cnete se ok ede eetiee 19,000 77,000 96,000 
Motorized Vehicle Equipment ...... 79,000 122,000 201,000 
Waiting Room and Office Equipment. 74,000 83,000 157,000 
Engineering Equipment............. 1,000 5,000 6,000 
Food Service Equipment ........... 1,000 1,000 
Storage and Distribution Equipment. 7,000 - 7,000 
Miscellaneous Equipment .......... 1,000 14,000 15,000 
Buildings and Improvements ....... 88,000 1,350,000 1,438,000 
Contingency Fund. i; sei a hee ue 300,000 300,000 


$ 810,000 $2,873,000 $3,683,000: 


_ The CHAIRMAN: “Operating Revenues”? Are there any questions on 
“Operating Revenues’’? 

Mr. MACDONNELL: You have been paying income tax this year, too? 

Mr. MCGREGOR: Yes, beginning January 1st 1952. 

Right Hon. Mr. Howe: We carry self insurance, and the income tax will 
not recognize as a cost self insurance unless you have an accident and use it 
up. Therefore we get taxed on the annual allocation to our self insurance fund. 

Mr. McGrecor: The main risk is carried in the self insurance fund and 
the accruals to that fund are on the basis of premium charges, and are not 
chargeable as operating expenses. 

Mr. FULTON: In what respect do you anticipate the main increase in your 
operating revenue on the North American service? Would that be air cargo? 
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Mr. McGrecor: No. It would be. a contributing factor to the increase, 
but the passenger revenue increase will be the greater, as has been confirmed 
by the first 3 months of this year in which Rep eHeet revenues are in the order 
of 16 per cent higher than last year. 

Mr. FULTON: It will be an increase in the actual use of the available seat 
miles, and you are not going to place more aircraft in service? 

Mr. McGregor: - On the contrary; we have placed more aircraft in service. 

Right Hon. Mr. Howe: We bought three more North Stars. 

Mr. McGrecor: The fifth transcontinental flight went into service 4 or 5 
days ago. That is only one of many service additions. 

Mr. KNIGHT: Do you think that your operating profit will be affected 
favourably, shall we say, by the new system when it be established, I mean the 
new tourist system as opposed to the standard? 

Mr. McGrecor: On the Atlantic? | 

Mr. KNIGHT: Yes, on the Atlantic. What would be the financial picture 
there? You will get more passengers, of course, 

Mr. McGREGor: We are not sure but inasmuch as the seating capacity of 
our aircraft is not going up this year on the Atlantic, we doubt if. the net will 
be as good under the low fares; the reduction in fares is from $395 to $265 one 
way. 

Mr. KNIGHT: There would be some long view development in making 
people air conscious, or air minded, in inducing them to travel by a cheaper 
route? 

Mr. McGRecor: That is right. Eventually it will probably be the case 
with respect to T.C.A. as it is already true with some other companies, that high 
density seating will be used on our aircraft. 

Mr. FuLTon: Did you say the reduction would be from $395 to $265? 
Mr. McGREGOR: Yes. 

Mr. FULTON: For one way? 

Mr. McGREGOR: Yes. 

Mr. FULTON: That is a reduction of 30 per cent. . 


Mr. Knicut: If the improvement is due to the fact that no liquor is being 
consumed, then there must be a lot being consumed at present. 


Mr. McGrEGor: The most expensive thing about the liquor is to Carry) it 
not to provide it. 


Mr. KNIGHT: I am not too serious about that question. 
Mr. MACDONNELL: In this year, 1951, the operating revenues on the North 


3 American service they were $37,043,289, whereas the operating expenses fore- 


cast for 1952 will be $40,250,000 on the North American; and on the Trans 
Atlantic the operating profit in 1951 was $301,547, and there was a total of 
$4 million and six. Am I correct, or have I missed something? 


Mr. McGReEGor: You are talking about the $1,400,000 odd? 

Mr. MAcDONNELL: That is the operating profit. 

Mr. McGrecor: That is right. 

Mr. MACDONNELL: And what accounts for the tremendous drop? 


Mr. McGrecor: A good deal of it is caused by the very substantial rise in 
expenses brought about by wages. The wage bill will increase in the order of 


15 per cent, which represents about $4 million. 


Mr. MACDONNELL: And part of that has been in effect for a portion of this 
year you are reporting, or is it all new? 
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Mr. McGrReEGor: Some of wage increases became effective in October of — 
last year, and some at the beginning of this year. 

Mr. MACDONNELL: Does that mean you are deducting the full amount. of 
that as added expenditures, or are you giving yourself credit for additional 
operating revenue? 

Mr. McGREGOR: Yes; a revenue increase from $37 million to $42 million. 

Mr. MACDONNELL: Yes; but that is nothing like the probability. 

Mr. McGregor: That is the estimate. 

Right Hon. Mr. Howe: This is only a forecast. You have got to guess on 
the travel habits of people, on the weather, and on a lot of other things. But 
we hope the basis is conservative. 

Mr. FULTON: Is this reduction of North Atlantic fares by agreement with 
other companies or just a move on your own? 

Mr. McGreacor: No, very much not. This was a decision or an agreement 
reached in IATA, largely at the instigation of one of the large American carriers. 

Mr. FULTON: And are they also making corresponding reductions? © 

Mr. McGrecor: Yes. 

Mr. GILLIS: Is that not price fixing? 

The CHAIRMAN: We will now turn to the capital budget. 

Mr. McLure: When will the T.C.A. service across the Atlantic begin 
taking reservations for the coronation in June, 1953? 

Mr. McGregor: In the first six hours after the date was announced, we 
booked 400 seats for next year. 

Mr. McLureE: Already all sold out! 

Mr. MACDONNELL: Interest on C.N.R. investments. What is the C.N.R. 
investment represented by? Bonds? : 

Mr. McGrecor: No, by capital stock certificates. 

Mr. MACDONNELL: Would you say how this amount is arrived at? 

Mr. McGrecor: It is an interest rate and it is paid in the form of interest, 
and the determination of the rate, which is three per cent, was based on the 
cost to the C.N.R. of financing that $25 million of capital advances to T.C.A. 

Right Hon. Mr. Howe: It is inherent in the Act that parliament passed to 
increase the capital of T.C.A. The capital was to be provided by the C.N.R. 
and the return would be three per cent. It reads in the balance sheet as a 
common stock, but if you read it in conjunction with the financing Act it is 
really a debenture. 


Mr. MAcCDONNELL: When you begin to make bigger earnings will that 
get up to more than $400,000? 

Right Hon. Mr. Howe: No, they will only get a fixed interest on the capital 
they put up, which is presently $25 million. The balance under the Act is 
supposed to go to the government. 

The CHAIRMAN: Do you get an interest credit on the amount which you 
deposit with the Canadian National Railways? 

Right Hon. Mr. HOWE: Yes, an arrangement has been made that we can 
now deposit our depreciation accounts with the Canadian National Railways 
and they will allow us three per cent on the amount of the deposits. 

Mr. MACDONNELL: It must be almost a unique capital stock. 

Right Hon. Mr. Howe: It is. We hope it does not upset the income tax . 
people. } 

The CHAIRMAN: Capital budget. Any questions on capital budget? 

Mr. MACDONNELL: This means that we are supplying, that public funds are 
supplying $3,600,000, does it not? 
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The CHAIRMAN: That will come out of surplus, will it not? 

Mr. McGrecor: It means we are asking for no capital. Our capital expen- 
ditures, will come out of depreciation accruals currently developed during the 
year. : 

Mr. FuLton: What does the revote mean? Is that a term in your own 
budget? It is not a revote by parliament? 

Right Hon. Mr. Howe: It is a revote of the Trans-Canada Airlines internal 
budget. We are not asking parliament for any money at all. 


The CHAIRMAN: Gentlemen before adjourning, I should report to the House 
today the votes 485, 486 and 493 of the Canadian National Railways. Would 
tomorrow afternoon be convenient for members of the committee to prepare the 
general report, the Canadian National Railways and the Trans-Canada Air 
Lines, and to discuss any suggested recommendations or anything of that kind? 

Mr. MACDONNELL: There is one thing I would like to ask. I notice in read- 
ing the minutes of last year that the suggestion to appoint additional directors 
was made and that Mr. Howe spoke sympathetically about it. | 

Right Hon. Mr. HowE: I may say that it is quite a job, as you know, to open 
up these Acts. I thought the next time we opened the Canadian National Rail- 
ways Act we would add two directors, but I would not like to open the Act 
for that purpose only. The clamour for new directors seems to have died down. 
I do not see how we can add more directors without opening up the Act. 
However, there will be an occasion before long to open this Act. 

The CHAIRMAN: My attention has been called to the fact that the Banking 
and Commerce Committee may have a meeting tomorrow afternoon as well as 
tomorrow morning. Would this afternoon at four be convenient for members to 
consider our report? 


Agreed. 


Before we adjourn, on behalf of the committee, Mr. McGregor, I do want to 
congratulate you and your entire staff on the extremely successful performance 
in 1951. 

Mr. McGrecor: Thank you very much. 

The meeting adjourned. 
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: Bill No. 308, An Act to revise the capital structure of the Cana- 


dian National Railway Company and to provide for certain 
other financial matters. 


WITNESS: 


_ Donald Gordon, C.M.G., LL.D., Chairman and President: Canadian 
‘a National Railways. : 
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ORDER OF REFERENCE 


Monpay, June 9, 1952. 


Ordered,—That the name of Mr. Chevrier be substituted for that of Mr. 
Benidickson on the said Committee. 


Ordered,—That the following Bill be referred to the said Committee: — 
Bill No. 308, An Act to revise the capital structure of the Canadian National 


_ Railway Company and to provide for certain other financial matters. 


Attest. 
LEON J. RAYMOND, 


4 : Clerk of the House. 


REPORT TO THE HOUSE 


WEDNESDAY, June 11, 1952. 


The Special Committee on Railways and Shipping, owned, operated and 


- controlled by the Government, begs leave to present its 


FOURTH REPORT 


In conformity with an order of reference dated Monday, June 9, 1952, your 


Committee has considered the following Bill and has agreed to report the said 


Bill with amendments: 


- 


oman 


Bill No. 308, An Act to revise the capital structure of the Canadian National 


) Railway Company and to provide for certain other financial matters. 


A copy of the evidence taken in respect thereto is appended. 


All of which is respectfully submitted. 


HUGHES CLEAVER, 
Chairman. 
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MINUTES OF PROCEEDINGS 


TUESDAY, June 10, 1952. 


The Sessional Committee on Railways and Shipping, owned, operated 
and controlled by the Government met this day, at 4.00 o’clock p.m. Mr. Hughes 
Cleaver, the Chairman, presided. 


Members present: Messrs. Cavers, Chevrier, Cleaver, Fraser, George, Gillis, 
Healy, Helme, James, Macdonald (Edmonton East), Macdonnell (Greenwood), 
McLure, Pouliot. (13). 


In attendance: The Hon. Lionel Chevrier, Minister; Mr. J. C. Lessard, 
Deputy-Minister; Mr. W. J. Matthews, Q.C., Director, Legal Services, Depart- 
ment of Transport; Mr. Donald Gordon, Chairman and President, Mr. T. H. 
_ Cooper, Vice-President (Accounting), Mr. S. W. Fairweather, Vice-President 

“(Research and Development), Mr. A. Clarke, Auditor of Revenues, Canadian 
_ National Railways; Mr. John L. O’Brien, Q.C. and Mr. John J. Connolly, Q.C., 
_ Counsel for the Canadian Pacific Railways. 


The Committee considered Bill No. 308, An Act to revise the capital struc- 
_ ture of the Canadian National Railway Company and to provide for certain 
_ other financial matters, as referred by the House on Monday, June 9. 


| The Minister of Transport made a brief statement on the purpose of the 
& Bill. 

| Mr. Donald Gordon, Chairman and President of Canadian National Rail- 
_ ways, also made an introductory statement. 

The Committee agreed to consider the Bill clause by clause. 


Mr. Donald Gordon was examined. He was assisted by Messrs. Cooper, 
_ Fairweather and Clarke. 


Clauses 1 to 5 inclusive were considered and adopted. 


Clause 6, sub-clause (1): 


Mr. Chevrier moved that after the word “value” in line 7, the fol- 
lowing words be inserted “when added to the par value of shares of such 
stock purchased under sub-section (2).” 


Said amendment was agreed to and clause 6 as amended was adopted. 
Clauses 7, 8 and 9 inclusive were considered and adopted. 


Clause 10, sub-clause (3): 
Mr. Chevrier moved that the word “are” be inserted after the word 
“railways” in line 9. 


Said amendment was agreed to and clause 10 as amended was adopted. 
Clauses 11 to 18 inclusive were considered and adopted. 
Clause 19, sub-paragraph (c): 


Mr. Chevrier moved that the words “value of” be deleted in line 42. 
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Said amendment was agreed to and the clause 19 as amended was adopted. 


Clause 20 was adopted. Schedules A and B and the title of the Bill were 
adopted. 


The Bill as amended was adopted. 


It was agreed that the Bill be reported as amended as a Fourth Report to 
the House. 


At 6.05 o’clock p.m., the Committee adjourned to the call of the Chair. 


ANTONIO PLOUFFE, 
iv Cleric of the Committee. 


EVIDENCE 


JUNE, 10% -1952: 
4:00 p.m. 


_ The CHAIRMAN: Gentlemen, we have a quorum. 


As to the present reference, bill number 308, I will call the preamble of 
the bill and the minister will make a short statement, as will Mr. Gordon; 
then I think it will be helpful if we had general questions before going into 
the bill a clause at a time. Mr. Chevrier? 


Hon. Mr. CHEVRIER: For the information of the committee, I submit a 
brief outline of the provisions of bill number 308. 

' The government has been, for some considerable time, considering the 

matter of relieving the Canadian National Railways of a portion of its present 


: heavy fixed interest charges. The present fixed interest charges of the railway 


are generally recognized as being out of proportion to the earning power of the 
railway system. 

The government, in December 1948, set up a royal commission oe enquire 
into transportation matters coming under the jurisdiction of parliament, and 


one of the terms of reference to this commission was to review and report upon 


the capital structure of the Canadian National Railway Company. The report 
of this commission was made available to the government in February, 1951. 
I am sure all the honourable members of this committee have read this report, 


and will have noted that it contained certain recommendations regarding a 


_ revision in the capital structure of the Canadian National Railway Company. 


Following the receipt of the report of the royal commission, the govern- 


‘ment arranged for an interdepartmental committee, comprised of representatives 


of the departments concerned, to review and report upon the recommenda- 
tions regarding the recapitalization of the railway. This committee was: free 
to make recommendations as to alternative methods of recapitalization which 
might appear to.be preferable to the specific methods suggested by the royal 
commission. The bill we are now considering is the result of the reeommenda- 


_ tions of this committee. The main provisions of the bill are: 


1. The exchange of interest-bearing government loans outstanding at 
December 31, 1951 against the company in the amount of $736,385,405 for 4 per 
cent preferred stock of the company, having the same par value. This would 
convert the amount from a fixed interest-bearing debt, to equity capital, and 
the amount represents 50 per cent of the total fixed interest-bearing debt of 


the company at December 31, 1951, which will result in an annual interest 


=e - . 


saving to the railway of $22,154,926. 


2. In order to relieve the railway of its obligation to pay interest for a 
period of 10 years after December 31, 1951 on further interest-bearing govern- 
ment loans totalling one hundred million dollars outstanding at December 31, 
1951, government loans aggregating this amount will be exchanged for a 
security of the national company falling due for payment on January 1, 1972. 
The interest rate on the security to be issued by the company will be determined 
by the Governor in Council, with the company relieved of the payment of 
interest thereon for a period of 10 years after December 31, 1951. Annual 
interest on the government loan totalling one hundred million dollars would 
amount to $3,549,908 which the railway will be relieved of paying for a period 
of ten years. 
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3. In order to permit the company to finance a portion of its capital 
expenditures for the years 1952 to 1960 inclusive, by the issuance of securities 
other than fixed interest-bearing, the government will purchase annually 4 
per cent preferred shares of the company to the extent of 3 per cent of the 
annual gross revenues of the national system for the 9-year period. Funds 
received by the company from the sale of the preferred shares to the govern- 
ment will be used to meet approved capital expenditures of the railway system. 


4. The capital stock of the Securities Trust, consisting of 5 million shares 
of no par value now held by the government, will be transferred to the National 
Company in exchange for an equal number of shares of no par value of the 
capital stock of the Canadian National Railway Company. 

The proposed revision of the capital structure of the company does not 
increase the net debt of Canada as shown in the public accounts. The securi- 
ties of the railway, received by the government in exchange for government 
loans, will continue to be shown in the balance sheet of Canada as an active 
asset. The value of the shares of the Securities Trust is presently carried in 
the public accounts as a non-active asset, and the Canadian National Railways’ 
stock received in the transfer will likewise be shown as a non-active asset. 

Honourable members will note that the provisions in this bill vary from 
the recommendations of the royal commission, but after the Honourable 
members have had an opportunity of making a close study of its contents, I 
think it will be generally agreed that its provisions will provide the railway 
with approximately the same quantum of relief from interest payments as 
recommended by the royal commission, and also result in a simpler, more 
logical and more flexible capital structure. 


The CHAIRMAN: Thank you, Mr. Chevrier. Mr. Gordon? 


Mr. DONALD Gorpon, C. M. G., (President, Canadian National Railways): 
Mr. Chairman, I have prepared a brief introductory statement of the position 
and perhaps it traverses some of the ground the minister has already covered, 
but with your permission I will read it as I have it prepared. 

From the year 1915 when the Grand Trunk Company threw up its hands 
with respect to its subsidiary the Grand Trunk Pacific Railway, public atten- 
tion has been directed to the unsatisfactory financial position of the railways 
which are now known as Canadian National Railways. Each succeeding railway 
management has pleaded that something should be done to remedy the state 
of affairs. Three royal commissions have investigated the problem and recom- 
mended to the Government that corrective action be taken. The Capital Revis- 
ion Act of 1937 was not intended to effect a satisfactory or final adjusment of 
the capital structure of the railways. It was left for the recent Turgeon 
Commission to make specific recommendations as to the amount and form of 
relief which should be given in order to bring the fixed charge debt of the 
Railway into a reasonable balance with its earning power. 


The underlying causes which have created the 
excessive burden of fixed charge debt were as follows: 


First: The initial and major cause was that, when taken over by the 
government, the Canadian Northern, the Grand Trunk, and the Grand Trunk 
Pacific Systems were insolvent. They had broken down and had been kept 
going only through large advances of public money. These three bankrupt 
railways. together with the railways known as the Canadian Government Rail- 
ways were consolidated to form Canadian National Railways. Operations as a 
unified system commenced January 1, 1923. 

In the five years prior to 1923 the four railways failed by $59 millions to 
earn even their operating charges, and of course there was nothing available 
for the payment of interest on the outstanding debt. As of the date of 
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consolidation the funded debt of the system held by the public amounted to $804 
millions on which there was an annual interest charge of $35-6 millions, in 
addition to an annual interest charge payable to government of $28-2 millions. 
It will be seen that, at the outset, the newly organized system was required to 
shoulder a tremendous load of debt, the interest on which was quite beyond its 
capacity. The new organization took its first steps, therefore, lugging a financial 
ball and chain of crippling proportions. 

Second: When the government itself operated the Canadian Government 
Railways (meaning the Intercolonial Railway, the National Transcontinental 
Railway, the P.E.I. Railway, etc.) the capital requirements were provided by 


- the government free of interest to the railway. Subsequent to consolidation 


the Canadian National was required to finance the capital requirements of 
Canadian Government Railways, and to assume the interest charges on such 
additional capital. As of the date of our submission to the royal commission $140 
millions had been expended by Canadian National for account of the Canadian 
Government Railways property investment and this has added $4-7 millions to 
the fixed charges of Canadian National. 

Third: To co-ordinate into one unified system the four separate and in 
some respects competing railways necessitated large expenditures. The work 
comprised the building of connecting lines and cut-offs to permit a more 
economical routing of traffic and joint use of terminals, stations, offices and 
other facilities. Grade reductions were undertaken, terminals were enlarged 
and modernized, some sections of the railway were double-tracked, heavier 
rail laid, bridges, trestles and culverts strengthened or replaced with permanent 
work. On a railway with over 21,000 miles of first main track in operation 
it is understandable that large sums of money were involved. 


Fourth: In addition, lines which have been acquired or built for reasons 
of public policy have been added to the System. The most recent example 


is the entrustment of the Newfoundland Railway and Steamships to Canadian 


National for operation as one of the terms of union of Newfoundland with 
Canada. 

The most convincing evidence that the fixed interest charges of the railway 
are excessive, and the extent of the excess, is to be found in the results of 
operation for the 26-year period 1923 to 1948. They are as follows: 


26-year Average 
period per annum 
ODETALOr TEVENIUCS a5. 2 «oi aiken enn $7,329,722,601 $281,912,408 
DW ERECV CNUs eave ti otro ia iain ie Gras 962,146,897 37,005,650 
Income available for * 
PE CIATI LON CS be Oh je eruiexe' ae puis re 719,172,578 27,660,483 
BARE AMLOLES s+ pial, vteur Sakti jeckisionscs 1,238,970,214 47,652,700 
Ufa Vo"en sae Me (250 Cah eo Re A aN Aa 519,797,636 19,992,217 


‘I would ask the committee, if I may interject here, to bear these figures 
in mind. They will show the simple proposition of where these Here were 
excessive. 

These are the figures cron iead to the royal commission. In 1949 the 
income deficit was $42,043,000; for 1950 $3,261,000; last year it was $15,032,000; 
and our budget for 1952 forecasts a deficit of $18, 025, 000. The average deficit 
for these four most recent years is $19,590,000. The record is clear that the 
railway cannot be expected to earn the interest charges for which it has been 


‘made responsible. On its record to date the annual deficiency is in the order 


of $20 millions. . 


The record of the past does not correctly appraise the situation confronting 
the railway in the future. In the 26-year average nothing is included for 
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Newfoundland. Last year our deficit in Newfoundland was $4,922,000, and this 
year it is estimated it will be $4,896,000. The $20 millions should therefore be 
increased to $25 millions. 

An adjustment must also be made with respect to depreciation of equip- 
ment. Depreciation accruals were only taken up in the accounts of the railway 
from 1940 forward. Prior to that the accounts were stated on what is known 
as the retirement basis. It is estimated that if the accounts from 1923 forward 
had made provision for depreciation of equipment on the basis on which the 
accounts are stated today, the average annual income deficit of the 26-year 
period would have to be increased by a further $5 millions. 

This total of $30 millions a year—that is the $20 million I mentioned: plus 
the $5 million for Newfoundland, plus the $5 million for depreciation—was 
the basis of my submission to the royal commission and in order to forestall 
the further accumulation of fixed debt it was also proposed that the Manage- 
ment should be allowed to re-invest some of the surplus which may be 
earned in the more prosperous years, thereby avoiding the fixed interest penalty 
which now attaches to each new dollar invested in the property. 


I turn now to the proposed remedy: 


The Royal Commission in its conclusions found, and I quote: “The Cana- 
dian National Railways has established a case for reduction of its fixed charges 
and for the desirability of the Company being able to accumulate out of 
earnings a reserve or ‘something to come and go on’ ”’. 

The specific recommendations of the commission in brief were intended 
to relieve the railway of fixed interest charges amounting to $21,798,000, and 
they would also relieve the railway of the burden of the operating loss of 
about $4 millions in respect of the Newfoundland Railway and Steamship 
services, or a total relief of $25,798,000 a year. In addition the commission 
recommended that some provision be made out of net earnings, when available, 
in order to finance future additions and betterments. 

The plan as contained in Bill No. 308 provides a remedy which differs 
somewhat from the plan recommended by the commission but the difference is 
in form rather than in the quantum of relief, and in my opinion the plan in 
the bill is more factual, more practical and more easily understood. My reasons 
for this opinion briefly are: — 

(a) The commission assumed that the Canadian National would con- 
tinue to be exempt from income tax but the situation has been 
changed materially by reason of the recent amendments to the 
Income Tax Act. Under section 74(A) of the Act crown corporations 
are now subject to tax. The use of income debentures as recom- 
mended by the commission in all probability would have 
eliminated any likelihood that Canadian National would pay tax, 
as the interest on such income debentures would substantially all 
be deductible in computing the amount of income subject to tax. 
(b) There are reasons why it is not advisable to segregate the financial 

results of the operations of the Newfoundland Railway and Steam- 

ship services from the general accounts of the Canadian National 

Railways. Although the relief granted by the bill is less than what 

would be the case under the commission’s recommendation, I accept 

it as being the more preferable method. 

(c) The commission’s proposal that losses, if and when realized, should 
be charged against accumulated reserves set aside to finance addi- 
tions and betterments, appears to be contradictory and impractical. 
The formula adopted in the bill is more workable, and the results 
will be more dependable, and will better relate the disbursements 
on additions and betterments in any given year to the volume of 
business done during that year. 


ee ee ee 
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(d) Income bonds, as recommended by the commission, have largely 
been used in the recapitalization of corporations emerging from 
bankruptcy proceedings, and to me at any rate, have the odour of 
failure or bankruptcy attached to them. I think it is important 
to exclude any suggestion of this sort from the capital expenditure 
of. Canadian National. 


Bill 308 proposes to relieve the railway of fixed charges amounting to 
$22,154,926 per annum. This interest is not cancelled outright, it is changed 
from the category of a fixed charge and becomes payable only if earned in the 
form of a dividend on the preferred stock. The bill also proposes to relieve the 
railway for an initial period of 10 years of interest amounting to $3,549,908 per 
annum, this in partial recognition of the burden imposed on the railway as a 
result of the entrustment to it of the Newfoundland Railway and Steamship 
services. Together the annual interest relief is $25,704,834 which may be com- 


pared with the $25,798,000 recommended by the commission. 


The bill further provides that the government will provide funds to finance 
in part our capital expenditures in each of the initial 9 years 1952-1960. Based 
on last year’s revenues the amount of such financing would approximate 
$18,700,000 per annum in the form of 4% preferred stock. Perhaps the best 
test of the reasonableness of this amount may be to compare it with the opinion 
of the Board of Transport in its judgment in the 21% freight rate case dated 
March 30, 1948. I quote the Board: “‘A railway company, as in the case of other 
enterprises, should have something in addition to ‘come and go on’, to provide 
for contingencies and to help equalize the result of poor years with good years, 
and to have something, if necessity arises, to put back into its railway operation 
undertaking for the improvement of the services which it is required to 
furnish.’’ The board found that in the case of the Canadian National Railways 
a reasonable amount would be $16,777,000. The $16,777,000 represents 3:83% 
of our gross revenues in 1947, the results of which year were under review by 
the board at that time. 

I mention that payment to measure it against the reasonableness of the 3 
per cent gross revenue as mentioned in the bill. 

Both in the case of the relief afforded in connection with the Newfoundland 
Railway and Steamship Services and in the formula for financing part of future 
capital expenditures through the issue of 4 per cent preferred stock, a most 
essential principle has been established and while an expiry date for this relief 
is stated in the bill I assume the measure of continuing relief after such expiry 


dates will be a matter for review by government at that time. Further, I take 


it for granted that if any lines acquired in the national interest and entrusted 
to the Canadian National System, or development lines are to be built, their 
effect on the operating results of the Canadian National System and any neces- 
sary capital or other contributions required for them will be settled at the time 
such arrangements are made. 

The general desirability of the adjustment proposed by this legislation has 
been discussed on many occasions. The Turgeon Commission was given the 
task of bringing forward specific reeommendations and did so after hearing evi- 
dence from all interested parties, and in particular from qualified officers of the 
Canadian National Railways who have given this matter intensive study over 
many years. I appeared before the royal commission to give my personal views 
and more recently accompanied by officers of the railway, have discussed with 
government officials the details of the legislation now proposed. I take it that 
all this ground need not be traversed at this time and it remains for me to 
summarize four points for the benefit of this committee. 

(1) That the legislation will enable the Canadian National Railways to pro- 
duce a statement of its annual operations on a basis that will be readily com- 
prehensible to the public. 
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(2) That the Canadian National Railways, on the average, should be able 
to provide out of its own earnings reasonable depreciation, interest on its out- 
standing debt, income tax, and have something available for a dividend on its 
preferred stock. 


(3) That the need for the capital revision is recognized by all shades of 


public opinion and that the implementation of it will be a major force in a | 


stimulation of the morale of officers and employee alike, something which is 
bound to be reflected in the operating results of the property. 


(4) That the legislation now before us makes the necessary adjustments 
and meets the essential points of the Royal Commission recommendation, as 
well as the views of the Canadian National Railways management in a prac- 
tical, simple and workable fashion. : 

The CHAIRMAN: Thank you, Mr. Gordon. Now, is it the wish of the 
members of the committee that we should have general questions now, or shall 
I call the sections of the bill? 


Shall section 1 carry? 
Carried. 


Section 2, definition: 
Carried. 


Section 3, minister to release national company from claims by Her 
Majesty: 


Shall section 3 carry? 


3. (1) The Minister shall, by instrument in writing, release the 
National Company from all claims by Her Majesty to payments falling 
due after the thirty-first day of December, 1951, on account of principal 
and interest, in respect of each of the loans specified in the first column 
of Schedule A to the extent specified in the second column of the said 
Schedule, the total principal amount so released to be $736,385,405, being 
fifty per cent of the total indebtedness of the National Company to Her 
Majesty and the public as of the thirty-first day of December, 1951, on 
account of borrowed capital. 


(2) In consideration of the release by the Minister of the claims 
specified in subsection one, the National Company shall issue and deliver 
to the Minister 736,385,405 shares of four per cent preferred stock of the 
National Company. 


Mr. MAcDONNELL: I do not know how that figure is arrived at. I found 
the actual operation of taking the indebtedness to the public and the indebted- 
ness to the government.and taking half of it as a method of arriving at the 
figure, but I was not able to see any compelling logic in it. On the face of it you 
would almost think, first of all, that they are going to pay the debt to the 
public; is that the idea? Which, of course, doesn’t make much sense, but I 
don’t know. It reminded me of a man who was said to have done a very good 
bit of counting as to the number of cows in a field. He was asked how he 
arrived at the number and he said, “I counted all the legs and divided that 
by four’’. . 

Mr. Gorpon: I heard it another way. 


Mr. MAcDONNELL: So did I, I was just putting it politely. But couldn’t 
we have a word as to just how this is arrived at? Of course, roughly, Judge 
Turgeon shows the net amount, but it was not the exact amount although it 
is almost the same; so you get the same, actually almost the same relief under 
this as under the Turgeon recommendation. 
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Mr. Gorpon: I think two comments could be made there: one is, that we 
were concerned with a quantum of relief from fixed interest, I mean the inter- 
est charge to be forgiven, so to speak. The second thing is that we felt very 
strongly that there should be no diversification between the debt due to the 
government by the Canadian National and the debt due to the public, and that 
it was the total debt of the system with which we were concerned. 


Mr. MACDONNELL: In so far as your company was being relieved? 


Mr. GorpDon: In so far as it is liability. When we borrow from the gov- 
ernment we want to have it perfectly clear that our obligation to pay that 
money is just as precious as our obligation to pay it if we should borrow it from 
the public. Therefore, in arriving at any adjustment, we meticulously observed 
that we were dealing with the total debt of the Canadian National, regardless 
of who owned it. We took the total debt of the Canadian National and we 
found how much of that debt should be relieved of interest obligations and we 
came out with 50 per cent as a nice round figure in connection with the total 
debt. 


Mr. MACDONNELL: Was one of your reasons for not wanting income bonds 
because it deferred the time when you would be liable to pay income tax? 


Mr. Gorpon: The commission recommended income bonds, but personally 
I never liked income bonds for the reason that I stated. I did not like income 
bonds because they generally arise out of bankruptcy proceedings and they 
represent, as you well know, largely a deficiency as in the case of the United 
States railways. I think that is where income bonds originated. But apart 
from that, shall I say, odour of decay, when it was decided that all crown com- 
panies should become liable to pay income tax, we of the Canadian National 
Railways management rather welcomed that decision because if we were going 
to operate in the way a business organization should be operated, it should be 
subject to all the disadvantages as well as advantages of a private corpora- 
tion. But with a load of income bonds, they would have been payable, and 
deductible from our earnings, before income tax. 


Mr. MACDONNELL: That is clear. 

Mr. GorDON: Yes, they would be payable, or deductible from our earnings 
before income tax became payable. That was our understanding. 

Mr. MAcCDONNELL: You must be almost the first man in existence who 
would want to rush in to pay income tax. , 


Mr. GorDoN: Mr. Cooper has the ruling with respect to the income tax 
and I shall ask him to read it. 


Mr. Cooper: Section 12(1) of the Act reads:— 


In computing income, no deduction shall be made in respect of 
(f) an amount paid by a corporation other than a personal corporation | 
as interest or otherwise to holders of its income bonds or income 
debentures unless the bonds or debentures have been issued or 
the income provisions thereof have been adopted since 1930 
(1) to afford relief to a debtor from financial difficulties and 
(ii) in place of or as an amendment to bonds or debentures that 
at the end of 1930 he unconditionally for a fixed rate 
of interest. 


I think in our case, income bonds would meet the requirements of the Act. 


Mr. GorDON: That is what it would have been, unless we could have con- 
verted the bonds bearing a fixed rate of interest into income bonds under the 
commission’s recommendation. With the transfer of that load into income 
bonds I myself could not see any conceivable means of ever having any money 
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left over to pay income tax, and we would rather pay income tax and set. 


ourselves up as properly comparable with a similarly Constitived™ private 
corporation. 


Mr. MACDONNELL: I have one other question: We all agree that some 
modification of the debt was called for and was proper; and yet, in a way, I 
myself shrink a little from taking $736 million and turning it into stock which, 
at the present time, is pretty far removed from having any great value. Did 
you consider that aspect of it? You are taking $736 million here, subject to 
an increase as the Minister of Finance buys more preferred stock, and you are 
going to have $349 million of common stock, and another $396 million; and that 
gives you altogether something over $1 billion one hundred million. Now do 
you not think it would affect your operating? I just wondered whether you 
considered that aspect of it? | 


Mr. GEORGE: Mr. Chairman, would the member mind speaking up? 


Mr. MACDONNELL: As I was saying, the method provided in section 3 
means that we are going to have $736 million of preferred stock, and also 
further additions as the minister buys more preferred stock under other 
clauses: and secondly, that the common stock is stated to have a value of $396 
million; so we are going to have a huge equity created, and to BENS what was 
a debt fumed into a proprietorship. 


Mr. GorDON: If I may say so, I made this statement with the suggestion that 
we expected—that the management expected that the Canadian National, on 
the average, will be able to provide out of its own earnings a reasonable 
amount for depreciation, pay interest on its outside debts, pay income tax, and 


have a dividend available for its preferred stock, maybe not 4 per cent in _ 


any one year, but there will be something. Remember that in the past we 
were short, and that our so-called income deficiency represented the amount 
by which we were short of paying the government the full amount of interest 
which we owed. Putting it in terms of last year, we showed last year an 
income deficiency of $15 million; but actually, the interest owing by us to the 
government was $23 million. So we did, in fact, pay the government a net 
payment of $8 million; but by the bookkeeping arrangement that went on, we 
ended up by showing a deficit of $15 million. However with this adjustment 
we won’t show a deficit. We would rather show that we would be paying 
the government taxes of $3,791,000 and dividends on preferred stock of $4 
million or $5. These are round figures. So it would appear in this that we 
are paying something. 


Mr. MACDONNELL: You did point out that your average shortage over the 
last “X”’ years, or let us say, 20 years, was, roughly, $20 million. 


Mr. Gorpon: That is right. 


Mr. MAcDONNELL: To which you added $5 million from Naren 


and bonds and other things making $30 million. 
Mr. GorDON: Including depreciation, yes. ; 
Mr. MACDONNELL: Would you just say a word to indicate why, seme tnee 


ing the $30 million, you should have been short and to the fact that you are 


only going to get a sweetening of 22 to 3 and that you are still going to be 
in a position to do just what you said. 

Mr. GORDON: We have got a saving of annual interest charges, and in 
addition to that, we will be getting in the form of additional equity capital, 
3 per cent of our gross earnings, and the amount will be roughly $20 million 
a year in equity capital which will be coming into the property. And in 
that respect we would save interest on it because normally we would have to 
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borrow that money at fixed interest rates, by going to the market. So that 
helps us to build up; it starts in the first year; but in due course, over a period 
of ten years, we would be saving $6,300,000 in interest charges. 


Mr. MACDONNELL: Am I right in thinking that the $15 million which you 
just mentioned would still leave you, judging by the results of the last 2 or 3 
years, with a substantial amount of additions and bettterments, for which you 
would still need to borrow? 

Mr. GORDON: Yes; and the amount which the Minister of Finance is 
instructed to buy there in the form of preferred stock, which we are required to 
put into use for additions and betterments, when added to depreciation funds 
would be about, roughly, 50 per cent of our needs for additions and better- 
ments. In other words, we would still have to borrow the balance of our 
needs for additions and betterments. 


Mr. MACDONNELL: You would save interest on that $15 million? 


Mr. GORDON: We save interest on the amount of money we are getting, or 
the money for our stock; and if in due course it builds up our earning 
position, it would mean that we would be paying it in the form of dividends, 
but it would not be fixed interest. 


Hon. Mr. CHEVRIER: You said something about sweetening it to an amount 
of almost $27 million. 


Mr. MACDONNELL: Yes. 


Hon. Mr. CHEVRIER: The $27 million which Mr. Gordon mentioned in his 
statement consists of $3-5 million for interest over the 10 year period, and 
$100 million; and $1 million for the prairie operations; that is a total of 
$26,184,000. 


Mr. Gorpon: Let me explain it this way: When we made our submission to 
the Royal Commission, as I said in my statement, I based it on the analysis that 
the Canadian National needed relief in the form of fixed interest charges of 
roughly $30 million a year. What I am saying about this bill is that it means 
that the actual relief that we get by the transfer of this $736 million into 
4 per cent preferred stock would relieve us of fixed interest charges, plus the 


‘adjustments that we get in connection with the $100 million on behalf of 


Newfoundland, plus this arrangement in section 6, to give us an amount of 
equity capital each year, plus the Cabot Ferry adjustment; so that when you 
put all of those together, you get an effect which, in essence, is the equivalent 
of $30 million a year relief. It is not exactly the same in form, but it is the 
same in quantum of relief, and it is in a better form, in our Opinion: 

Mr. MACDONNELL: Why was the ferry not brought into it? 

Hon. Mr. CHEVRIER: We gave that some consideration but we did not think 
we should put that in the bill because, as long as there is a statement of 
government policy, it has to go in the estimates each year. 

Mr. MACDONNELL: In other words, you think it is not a railway and wey, 
should not be loaded. 


Hon. Mr. CHEVRIER: That is one reason; and another reason is that it is 
considered as a bridge, following the terms of the Union; there is a clause 
in the terms of union with Newfoundland providing for through rates being 
considered the same on the ferry as on the railroad. 

Mr. Pou.iotT: Mr. Chairman, is it approximately one-half of your whole 
indebtedness of the railway? 

Hon. Mr. CHEVRIER: It is one-half of he indebtedness as set out in the 
annual report for 1951, at page 25. 

Mr. PoutiorT: No. I did not ask about the report. I asked the chairman 
if it is one-half of the total indebtedness of the company, that $736 million? 
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The CHAIRMAN: If you will read section 3, Mr. Pouliot, you will find the © 
statement there, “being 50 per cent of the total indebtedness of the National 
Company, owing to Her Majesty and the public, as of December 31, 1951.” 

Mr. Poutiot: Yes; the total indebtedness of the company would be approxi- 
mately twice as much. 


Mr. GORDON: Exactly twice as much. 
Mr. PoutioT: And that includes everything. 
Mr. GorpDON: As of the date of December 31, 1951, yes. 


Mr. Poutiot: But, Mr. Gordon, does it include the amount of $1 billion 
280 million which has been cancelled by the Act of 1937? 


Mr. Gorpon: No. We are talking about the amount outstanding in the form 
of borrowed capital as at December 31, 1951, as shown on the balance sheet of 
the railway at that date. : 


Mr. Pou.tiot: So it does not include that; it was finished in 1937? 
Mr. GORDON: 1937 is not in this statement. 

Mr. Pou.iot: No, no. It is something which is finished? 

Mr. GorDon: That is correct. 

Mr. Pouuiot: It has been cancelled and it has been finished. 

Mr. Gorpon: As far as the 1937 revision is concerned, yes. 


Mr. PouLioT: Does it include all the amounts which have been voted by 
parliament in virtue of the Finance and Revision Act? 


Mr. Gorpon: Let me put it this way: It includes any amounts which have 
been borrowed by virtue of the Financing Acts, and which remain outstanding 
either in the hands of the public or in the hands of the government as of 
December 31, 1951. 


Mr. Pou.iot: In other words, it represents the amount of money on which 
you are supposed to pay interest at the present time? 


Mr. GorRDON: That is correct, as of December 31, 1951. 


Mr. PoutiotT: And the interest which you would have to pay if you had, 
therefore, income bonds? 

Mr. Gorpdon: No, no. Income bonds are a different breed of cats altogether. | 
Income bonds, from the very nature of the term, would have interest payable 
on them, only when the company earns interest. Yet on a funded debt which 
involves fixed interest charges, there is a legal obligation and the company is 
required to-pay that interest; and if it fails to pay that interest, it defaults. 
But on income bonds, the company is required to pay interest up to the amount 
that is available. 

Mr. PoutiotT: Now, according to section 3 or clause 3 of the bill, the pay- 
ment of interest on preferred stock would be only eventually? 

Mr. GorDON: Yes; and when it is transferred into 4 per cent preferred 
stock, we would refer to it as dividends; and dividends are only payable if we 
have enough left over after paying the other things. The first charge would be 
operating expenses including depreciation; and the second would be payment 
of interest on bonds outstanding in the hands of the public and the remaining 
loans from Government, and the third charge would be income tax. The next 
charge would be payment of dividends on preferred stock. If we failed to earn 
enough to pay interest on our bonds outstanding to the public, that deficit would 
again be voted by parliament for that particular year. 

Mr. Poutiort: I shall tell you what my sincere opinion about all that finan- 
cing is. It is, that if you have value for, let us say, $1,000 in hand, it should be 
considered as an asset, and you should have to pay interest on that; and the 
thing means $1,000 which you have in hand. You understand me? 
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| Mr. Gorpon: That is correct. 


Mr. Poutiort: I find this legislation very much complicated and I would 
like to have some clear showing of the active assets in order that it would be 
- easy to understand; and at the present time we have a mass of clauses and it 
_ would require quite a library to have all the legislation pertaining to this thing. 


4 The CHarRMaN: I think that is the reason Mr. Donald Gordon gave us the 
earnings of the company over the years; that probably is the best indication of 
the value of the active assets, of what you term as active assets. 


Mr. PoutioT: I am interested in the assets that produce earnings. You 
- understand that? 


The CHAIRMAN: Yes. 


Mr. PoutiotT: The assets of the company are not paper; they have bonds 
or other values? 


The CHAIRMAN: What you are asking for, Mr. Pouliot, is an appraisal of the 
actual physical assets? 


Mr. Pouliot: Yes, the actual physical assets and the property, mobile or 
immobile. ; 


Mr. Gorpon: I can quite sympathize with your difficulty, Mr. Pouliot, and 
_ I can assure you that I spent many midnight hours trying to find reasons for 
_ these things. But after all what we are considering here are the facts of estab- 
lishing or determining what amount of fixed interest charges this property 
_ could support. It was given to the Royal Commission, and the Royal Commis- 
sion made a very careful analysis and took a great deal of time to do it, and it 
_ was assisted by experts all across this country; and they came to a recommen- 
dation. Now I know that it is at least logical to talk about the appraised value 
of property and to seek what its earning ability should be, but I think it is 
wholly impracticable in the case of a railway which runs from one end of this 
country to the other; and not only would it take years to work out, but when 
it was all done it would not mean anything. 

The real point is to try to establish the reasonable earning power of this 
property and to establish what we should reasonably expect from the level 
of freight rates and efficient management, and on the basis of that, to establish 
figures which will enable the company to carry on. 

The reason we are not talking about the Canadian Pacific is that when our 
system was put together it incorporated a number of bankrupt companies, 
and the debts of those bankrupt companies, which had not even earned any- 
thing from their inception, were simply written into the books as debts; and 
obviously it was hopeless in an amalgamation just by magic to expect that a 
new organization could arise and have money coming out of an amalgamated 
railway with which to pay interest on its debts, which were the debts of 
hopelessly bankrupt companies. 

What should have been done in 1923 was that it should have gone 
through some system of bankruptcy proceedings as was done in the case of 
the United States railways; but because it was taken over by the government 
of that day, for good and sufficient reasons, it did not follow. So the Canadian: 
National Railways has appeared to be always in the red, although in point of 
fact, that was not the case, because the Canadian National system has always 
earned its operating cost; it has always earned its operating expenses and 
it has shown a surplus in operating revenue; and it becomes a question of how 
much operating revenue we can expect to get out of the system to pay the 
debts which were loaded on it, as shown in its balance sheet? 


Mr. MACDONNELL: Was there always an operating surplus, Mr. Gordon? 
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Mr. Gorpon: According to my recollection not only have we had an 


operating surplus, but the figures show that since 1923 we have averaged 
a surplus of $27,660,000 available for the payment of interest on debts. 
Mr. MACDONNELL: After depreciation? i ae 
- Mr. Gorvon: After depreciation, yes sir. That is the ee of thing of which 
the public of this country are not aware. They see only red ink figures. 

Mr. MAcDONNELL: That comes as a surprise to me. 

Mr. Gorpvon: If we should get this bill through, then. all the hocus pocus, 
if I may use the term, in respect of bookkeeping entries will be wound up, 
and from then on the Canadian National system will have a chance to be 
judged on its record, and on a basis which will be aN arin and reasonable 
in respect to what might be expected of it. 

Mr. Pou.tioT: Going into the past, when the Canadian Pacife Railway line 
was built, they built it through populated areas, while on the other hand the 
various branches of the Canadian National Railways were built in the wilder- 
ness. 7 i 

Mr. GorDON: It is perfectly true that there were very many thin traffic 
lines built in the various railways which finally came into the Canadian National 


Railways. I do not want to discuss the Canadian Pacific finances, but I would — 


like to say that the Canadian Pacific first of all had to engage in fixed interest 
debt financing but not anything like the extent to which the Canadian National 
Railways has had to do. so. They have been able to get equity financing, and 
that is why the Canadian Pacific found it so necessary, in making its applica- 
tion for increases in freight rates, to establish its requirements. It must face 
a test of requirements in the form of payment of dividends and so on, in order 
to go into the market places, and with respect to the soundness of its manage- 
ment, and its ability to bring in equity capital, when it is needed for legitimate 
purposes. 


Mr. PoutiotT: Did they take advantage of theid difficulties to make their 
complaints? 


Mr. Gorpon: I would not agree with you. I would not accuse the ‘Canadian . 


Pacific of taking advantage of us. 
Mr. PouuiorT: I just mention the fact. 


Mr. Gorpon: I have no objection to your stating your opinion, so long as 
you do not ask me to agree with it, Mr. Pouliot. 


Mr. Poutiot: Is not the policy of the various railways that were incor- 
porated into the Canadian National Railways to open new regions, and they 
had to wait until the population came and until business came also; therefore 
that was the reason apparently they had some difficulty as to their financing? 
But, Mr. Gordon, I will tell you what it is. I will try to check up the total 
amount of debt of the Canadian National Railways. I did not understand very 
well your answer with regard to the Refunding and Finance Acts. I do not 
know if it is included twice, such as the amount of $736 million that is 
mentioned in clause 3. 


Mr. Gorpon: I think your difficulty is this, Mr. Pouliot: The railway has 


borrowed money from year to year, and that money can be borrowed for 10, 
15, or 20 years; yet in due course it matures, and that money may be paid 
out, or it may be refinanced; but you must look at it as one debt, to see how 
much is outstanding. The essential thing is: What is outstanding? And the 
debt we are looking at is as of December 31, 1951, the total amount of funded 
debt outstanding in the hands of the public or in the hands of the government, 
bearing interest. That was twice the amount of $736 million. 


Mr. Pou.iot: It does not include shares without par value? 
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Mr. Gorpon: I beg your. pardon?. | 
Mr. PouLiot: It does not include share without par value? 


4 Mr. Gorpon: No, no. There has not been any adjustment in that respect. 
a You see, one of your troubles is this: If you look over the years and you add 
: together the amount of money which the Canadian National Railways has 
F 


borrowed, you will get a wrong figure, because that money, in one particular 

year, may be borrowed to pay for another loan. You see, you are counting it 
_ twice. You should not count the refunding loans because you are just paying 

for what is maturing. Therefore, in order to get the- record straight, you 
_ should devote your attention to the figures and to the date, and I refer you to 
_ the figures shown in our December 31, 1951, balance sheet for the funded debt 
outstanding, and it is shown to be $1 piltion’ 472 million. 

Mr. PouutioT: Including all the amounts loaned; including all ie amount 
referred to in the Refunding and Financing Act? 
| Mr. GorDON: That is correct, through the various years. 
_ Hon. Mr. CHEvriEer: No, no, not necessarily. 
| Mr. Pou.iot: What is that? 
4 Hon. Mr. CHEVRIER: May I interrupt. I think it does not necessarily include 
that.. You have got $615 million owing; the debt of $615 million, for instance, 
would be under the Guarantee and Financing Act; so that I think the question 
should be answered that part of it is in here and ‘part of it is not, as I under- 
_ stand the question which was put by Mr. Pouliot. 
Mr. PouLiotT: The answer to my question is all I want to know. 
: Mr. Gorpon: I understand your question to be whether or not the amount 
_ outstanding in our funded debt had been included in the Financing Guarantee 
_ Act; and whether from the public or borrowing from the government, it has 
- to be authorized by the Financing and Guarantee Act. The only fluctuation in 
it from time to time is that there are amounts authorized from year to year 
- which have not yet been borrowed; but to the extent that we have borrowed, 
_ they have all been authorized in some Financing and Guarantee Act. 
' Mr. MACDONNELL: You LEM to add up all those amounts, or you me get 
a wrong total. 
Mr. GorDON: Yes, and there may be refinancing, or there may be an amount 
- authorized which we have not yet borrowed. For instance, you will have 
a Financing and Guarantee Act arising out of our budget this year that will 
- authorize us to borrow in order to meet our commitments, but until we actually 
_ borrow it, it will not appear in our balance sheet. ) 
Hon. Mr. CHEVRIER: Yes, and there are some amounts in the Financing 
and Guarantee Act which are still outstanding I mean to date, between $736 
million and $857 million held in special funds. 
| The CHAIRMAN: $121 million odd will still be in after this write-off. 
; Mr. Gorpon: Oh, yes. : Once this $736 million is converted into 4 per 
cent preferred stock, there will still be an amount of funded debt out- 
standing. . 
-_ Hon. Mr. CHEVRIER: Yes; on that has been voted in the Financing and 

Guarantee Act. 
| Mr. GorpDon: That is right, as at December 31, 1951, when this adjustment 
is made. 
. The CHAIRMAN: We will have $121,188,369. 
Mr. GORDON: Yes; the amount on the revised balance sheet as at December 

31, 1951, after this adjustment is made, would show that we have a funded 
57299—24 


F 
% 


N 


220 , SESSIONAL COMMITTEE 


debt held by the public of $615,197,000, and we would have advances from the 
government of $121,188,000, which makes a total of $736 million, being half 
of what we refer to in here, in the bill. | | 

The CHarRMAN: Are there any further questions, Mr. Pouliot? 

Mr. Poutiot: Not at this point, Mr. Chairman. 

The CHAIRMAN: Shall section 3 carry? 

Carried. 


Mr. GEorGE: Some time ago we received a circular letter from a chap in 
England in connection with stocks and bonds in connection with the Grand 
Trunk Railway, asking that we pass an Act on their behalf. I was wondering 
if Mr. Gordon could tell us the status of those bonds. 


Mr. Gorpon: In a general way, I can say that all the liabilities which were 
recognized as liabilities of the component parts of the railways which came 
into the Canadian National Railways have been discharged, and that the claims 
to which you refer—I do not want to get too involved in history—represent the 
holding of certain stocks which were found valueless by the courts. After 
consolidation, after the taking over by the government, that was the decision 
arrived at through the courts. They eventually wound up at the Privy Council, 
and the result was that only the stocks—not the bonds but the stocks—certain 
of the stocks were held to have no value to the holders of those stocks in the 
United Kingdom. And even today there is a feeling that it was an unfair 
decision, but it was a decision made by the highest court of the land, holding 
that certain of those stocks had no value. I am speaking again from my reading 
of history, but perhaps Mr. Cooper would verify what I have said. 


Mr. Cooper: Mr. Gordon is entirely correct. We never repudiated any of 
the bonds of the Grand Trunk, but the value of the first, second and third 
preference stocks and of the common stock was arbitrated and found to be 
worthless. That finding was taken through the appeal courts and was upheld. 


Mr. Gorpon: I think it is important to remember that that was stock of 
the Grand Trunk Railway and not of the Canadian National Railways. It was 
one of the bankrupt companies which was taken over because they were not 
capable of running it. But the actual value of the stock was held to be worth- 
less, and this is just an agitation they are keeping up on it. 


Mr. MacpONNELL: I remember the tenor of that letter and the claim is 
that we should urge the country to pay. I do not think they. suggest seriously 
that there is a legal claim still. 


Hon. Mr. CHEVRIER: They say that the Department of Transport has ignored 
their claim, and that because of the decision of the courts they would like us 
to bring in a bill under which we would pay them $500 million. 


Mr. FRASER: Mr. Gordon said that if those companies had been taken over 
as bankrupt, the matter of this debt would not be here; and if they had been 
taken over as bankrupt, then there would be no claim whatsoever. 


Mr. Gorpon: That is right, there would be no claim at all. And you will 
remember that there was a large amount of bonds outstanding, and that the 
proprietorship of those bonds was recognized as a mortgage on the property, 
and they were paid in full; and the payments which were made on the bonds 
were held to be representative of the value, if not more than that, of the 
property. Therefore, there was nothing left for the common stockholder or 
for any other shareholder who had an equity position on it. 


Mr. FRASER: It was the same as if a receiver had taken it over? 


Mr. Gorpon: That is right. It was arbitrated first in Canada and then it 
was taken to the Privy Council and that decision was formally upheld. 
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Mr. MACDONNELL: The miinierere ol have to make one of his disarming 
_ refusals. 


The CHAIRMAN: Shall section 4 carry? 


National companies relief for ten years. 
Carried. | 


Shall section 5 carry? 


Ministers to surrender ictments of indebtedness for cancellation. 
Carried. 


Mr. MACDONNELL: I am not sure that I fully understand. This is the security 
section? 


Mr. Gorpon: I think I do. 


Mr. MACDONNELL: een said that there was only one man in the world who 
understood it. 


The CHAIRMAN: We have him here with us today. 


Mr. GorRDON: That was a very badly timed joke on my part which I hasten 
to correct. Mr. Cooper has accepted that description of himself, but I can 
assure you that there are other people who do understand it, although Mr. 
_ Cooper, because he was so intimately associated with it that when we talked 
of the securities trust, we thought of Mr. Cooper; but that is s not the securities 
trust in section 5. 

Hon. Mr. CHEVRIER: This is really only the mechanics of it. The minister 
is to surrender the securities under the schedule. 

Mr. Gordon: The securities mentioned in the schedule are jutseanaiae in 
the hands of the minister, and these are cancelled when we give him 4 per cent 
preferred stock in exchange. 

The CHAIRMAN: Section 6? ‘Minister to purchase shares.” 

Mr. PouLioT: This is interesting. - This is not included in the amount 
mentioned in the other half, in the amount mentioned in paragraph 3? 

Mr. GorDON: Are you referring to section 5? 

Mr. POULIOT: Yes. 

Mr. GORDON: Section 5 is the section which gives effect to section 3; it 
is the implementing section. . 

The CHAIRMAN: Section 6?. . 

Hon. Mr. CHEvRIER: I have an amendment to submit to section 6. In line 
7, after the words “total par value” add “when added to the par value of the 
_ Shares of such stock purchased under section (2)— 
4 Mr. MACDONNELL: What line is that, please? 

Hon. Mr. CHEVRIER: That is line 7. 
The CHairMAN: Page 4 of the bill. 
Hon. Mr. CEvRIER: So that the section would read: 


The minister shall, in respect of each fiscal year of the National 
Company commencing in the years 1952 to 1960 inclusive, purchase at 
par from the National Company shares of 4 per cent preferred stock 

_of the National Company having a total par value when added to the 
par value of the shares of such stock purchased under subsection (2), 
equal to 3 per cent of the gross revenues of the National System in the 
fiscal year calculated to the nearest dollar as certified by the auditors 
of the National System. 
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- The object of that-is because it has been suggested that the minister might 
purchase twice in the year an amount equal to 3 per cent; and the only reason 
for putting it in is to make sure that .he -will not purchase more than once 
per year the 3 per cent of the gross revenue. . 


‘ } 


Mr. MACDONNELL: Subsection 2 says that he can do it in bits. 


Mr. Gorpon: Yes, it says he can do it in bits, but under the minister’s © 


amendment, if he does it in section 2, he is not again to do it under section 1. 
Mr. MacDONNELL: Why is this only for 10 years? 


Mr. Gorpon: You will recall that in my statement I made an assumption | 
that we were establishing a principle here, and that at the end of ten years I~ 


assumed the government of the day would extend the period and would prob- 


ably review the yardstick, so to speak, of the 3 per cent. We have taken 3 per | 


cent now as a suggestion which seems to be reasonable, and it is for a nine year 
period, not a ten year period. se 


Hon. Mr. CHEVRIER:* There is no doubt that in 1960 we will have to look at | 


it again. aud | | 
Mr. MacponnELL: How did you arrive at 3 per cent? 


Mr. Gorpon: It was simply a matter of judgment. We said that ‘we wanted © 
to find a means whereby the Canadian National could get equity capital into © 


its property, and what properly should be established as against a fixed interest 
bearing debt, and the best we could do was to relate it to volume; and we took 


the gross revenue, which would be a fair indication of the volume of the — 
traffic. The more traffic there was, the more would be the wear and tear on — 
the railway. Therefore, on the basis of past experience with respect to the 


amount of additions and betterments which. go into the property to maintain 
it in good condition, we thought that about 3 per cent of the gross revenue 
ought to be about the right figure, having regard to a matter of judgment, and 


the fact that this is established for a period and there is expected to be a 


review in the light of experience at the end of 1960. 
Mr. Pouutot: If the gross revenue of the railway is $600 million, and if 
the government will buy 4 per cent preferred stock, that would be $18 million. 


Mr. Gorpon: That is right. 


Mr. Pouuiot: Then it would mean that instead of paying for a deficit of | 


$18 million, they will be buying shares in that amount? 

Mr. Gorpon: Well, now to follow up Mr. Macdonnell’s question, we were 
looking for a yardstick. The Board of Transport Commissioners had looked 
at the situation in 1947 and they came up with a figure then which was 
$16,777,000, but on a different formula altogether. 

Mr. MacpONNELL: That was a figure for what? 


Mr. Gorpon: For the amount that we would need in the form of additions — 
and betterments, held out of our own earnings, or ploughed back into equity | 
capital; and that figure would come out about 3-8 per cent of our gross revenue; : 


but we think that 3 per cent is reasonable. 


Mr. MaAcDONNELL: Probably your actual needs for that purpose would : 


be something like 3 per cent. 


Mr. Gorpon: No. I do not remember saying that. You mean our annual > 


expenditure? . 
Hon. Mr. Cuevrier: He was talking about interest. 


The CHAIRMAN: I thought he was talking about different factors altogether. | 


Mr. MAcDONNELL: That would get you about $18 million? 
Mr. Gorpon: If our gross revenue were running at the rate of $600 million, 


> 


yes. 
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: Mr. MACDONNELL: My point is that in looking back to 1950, to the legislation 
_ giving or providing money, my recollection was that over those 2 years, there 
_ was an amount of something like $30 million for additions and betterments in 
_ one year, and $10 million in virtue of the other year. 

Mr. GORDON: It varies, yes. 


-_. Mr. MAcDONNELL: Now, I come back to this: What is your reckoning as to 
_ the amount of money you will need on the average, in relation to the $18 
_ millions for additions and betterments, and in connection with your rolling 
] stock? | | 3 
q Mr. GORDON: We could give it but it will vary definitely, depending on 
conditions and the availability of supplies. But going back to 1946, the 
' Canadian National actually expended, on an average over the seven years, 
_ $61 million. That was on the low side; and of the $61 million we financed 
_ roughly $16 million from our depreciation reserves; and if we had under that 
_ situation, got 3 per cent in gross revenue from the stock, we could have financed 
' another $16 million of it, on that basis, and it would have been about 34 per 
_ cent of our actual capital requirements. So we would have got about 34-7 
_ per cent of our actual net capital requirements in the years 1946 to 1952, with 
- the year 1952 estimated. These are actual figures. | | 


j Mr. Pou.iot: In virtue of this legislation, you will be in a position, by 
- means of an order in council, without any other legislation, in virtue of this, 
- and you will proceed from 1951 to 1960. . , 


; Hon. Mr. CHEVRIER: It will not be the Minister of Transport, it will be the 
_ Minister of Finance. 

j Mr. POULIOT: Yes, but no other legislation will be necessary to buy stock 
_ from the railway. | 

Hon. Mr. CHEvrieR: No. The Minister of Finance will operate under the 
' terms of this Act. . We et 

q Mr. Poutiot: And the purpose is that it would prevent you from paying 
_ for a deficit from the railway. ! | 


4 Hon. Mr. CHEVRIER: We hope that it will, but it may not necessarily. It 
_ will depend on the earning capacity of the railway. It would grant relief in 
E accordance with the terms of the recommendation of the commission. ; 


Mr. Pouutiot: I do not care about the commission. I am interested in you 
_ and in Mr. Gordon, and I do not pay any attention to the commission, if you 
_ will excuse me for saying so. 

. The CHAIRMAN: Well, if you are too shy to ask the question, may I ask ° 
p the question for you? Do you consider the relief adequate? 

: Mr. GorpDon: Yes, I do. And may I just return to the figure I gave, for 

_ a moment? 

| The CHAIRMAN: Yes. 


4 Mr. Gorpon: I am not sure that I expressed it correctly. I think this will 
q answer your question. If you take the period of 1946 through 1952, you will , 
_ find an actual expenditure, on investment in road and equipment, of $429 
million; and in that period we would have available from depreciation $112 
million, which would leave us with a net capital requirement of $317 million; 
_and if we had this arrangement under section 6, we would have received value 
in the form of the introduction of equity capital and preferred stock totalling 
_ $110 million which would have meant that we would still have had $217 million 
to finance, of our capital requirements, which would have been, roughly, one- 
half of our capital requirements. And that is what I meant when I said it 
was about 50-50. | | 


_ -Mr. Fraser: That makes $207 million not $217 million? 


Mr. Gorpon: Yes. $207 million; that is a rough figure. 

Mr. MacDONNELL: What is $10 million! 

Mr. Gorpon: $10 million is a hell of a lot of money. 

Mr. CHEVRIER: I was taken to task for $10,000 just recently. 
The CHAIRMAN: Section 6. 

Carried. 


Section 7? 
Mr. MACDONNELL: There is one bit of wording there which surprises me a 
little. I understand this is 4 per cent preferred stock? 


Mr. GorRDON: Yes. 

Mr. MacpONNELL: I suppose that was put in for a certain reason. 
The CHAIRMAN: Shall section 7 carry? 

Carried. 


Ea 
204 _ SESSIONAL COMMITTEE : i 
| 


Section 8. 


Mr. Pou.tiotT: Does this mean the issue to the government or to the public? 


Mr. Gorpon: To the government only. 
The CHAIRMAN: Shall section 8 carry? 
Carried. 


Mr. MACDONNELL: Why is that necessary: 


Notwithstanding section 15 of the Canadian National Railways Act, 
the surplus or deficit of the Canadian Government Railways shall be 


included in, and deemed to be part of, the surplus or deficit, as the case | 


may be, of the National Railways? 


Hon. Mr. CHEVRIER: No, it has not been included since the Capital Revision 
Act of 1937; since that time it has been included as part of the Canadian 


National and government account, and this section is simply repeating the word- | 


ing in the Capital Revision Act of 1937. 
Mr. Pou.iot: It is probably on account of the letter which the members 


from eastern Quebec wrote to you, asking that their region be included in the | 
central region, and also on account of the question which was asked of Mr. | 
Gordon about the regions, when they made both ends meet. But I have no 


objection to it. 
_ The CHAIRMAN: Shall section 8 carry? 
Carried. 


Mr. Poutror: I still maintain that the eastern part of Quebec should be 


transferred to the central region, or that the central region should be extended 


to. Gaspe. 
The CHAIRMAN: Section 9? 


Mr. MAcDONNELL: Just a minute, Mr. Chairman. These figures that we 
have been dealing with, and on which these calculations are based, have they © 


included the over-all picture, including the Canadian goverment railways. 
Mr. Gorpon: Yes. : 


Mr. MAcDONNELL: Perhaps I am taking this answer wrong. When 


we got your annual report, that included all the railways in your system? 


Mr. Gorpon: As I understand it, the reference under section 8 is this: that 


the Canadian National Railways Act originally had it that the Canadian govern- 
ment railways’ deficit should be shown separately. Then in the Capital 
Revision Act of 1937 that was changed, and this represents the provision made 
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in the Capital Revision Act of 1937 by saying, notwithstanding what section 
15 of the Canadian National Railways Act says, the deficit of the Canadian gov- 
ernment railways shall nevertheless form part of the over-all deficit or surplus 
of the National Railways. Another reason for it is that you will find in section 
20 that the Capital Revision Act 1937 is now repealed, you see, so that we have 
to cover that position here. 


The CHAIRMAN: Section 9, earnings remaining after payments made to 
Receiver General. 


“Mr. MAcDONNELL: If Mr. Gordon does well enough to have any money 
left, you take it away from him by this section. 


Mr. GorpDon: Discretionary power is allowed in subsection 2. 
Mr. MACDONNELL: So as to give the government a chance to be generous! 


Mr. FRASER: By that subsection 2, then, the company could buy outstanding 
shares that the public has now? 


Mr. GorDon: Well, in subsection 2, if the Governor in Council agrees, any 
surplus that we had remaining could be applied in reducing debt. That might 
be done by taking up a maturing bond issue or we might even buy bonds on the 
market, but it would likely mean we would take up maturing bonds. Incident- 
ally, Mr. Macdonnell, I hope that you do not take too literally what you said 
about judging if I am. doing well by whether or not the railway can pay a 
surplus after all these deductions. 


The CHAIRMAN: I would not have too much hope over this section. 
Shall the section carry? 
Carried. 


Section 10. 


Hon. Mr. CHEVRIER: May I make a suggestion here in subsection 3 of 
section 10 that the word “‘that’’ be taken out, otherwise it does not make sense. 
That will be in line 6. 


Mr. MACDONNELL: I want to ask a question on subsection 1 of section 10, 
subparagraph (c): The accounts of the national system are to show (a) the 
value of the no par value capital stock outstanding of the national company, (b) 
the par value of the four per cent preferred stock outstanding of the national 
company, and (c) the capital investment of Her Majesty in the Canadian gov- 
ernment railways as shown in the accounts of Canada. That simply means at 
the present moment it will be this $121 million? 


Mr. Gorpon: It is shown in the proprietor’s equity here, all capital expen- 
ditures by the government of Canada on the Canadian government railways, 


e $37 9,877,000, shown in the balance sheet. It is the Canadian government rail- 


ways that. is shown in the accounts of Canada. 

Mr. COOPER: It was the amount expended by Canada prior to 1923 on 
capital account on the Canadian government railways. 

Mr. MACDONNELL: What is the significance of that now? ~ 

Mr. COOPER: We include it in our investment account in the consolidated 
balance sheet, with a contra credit to the government of Canada on the other 
side. 

Mr. MACDONNELL: From the point of view of an ordinary citizen, they are 
now one enterprise. It seems to me an unnecessary complication of accoun- 
tancy to carry it that way. 

Mr. Cooper: The Government Railways had cost the government $380 
million, when they were turned over to the Canadian National for operation. 


226 SESSIONAL COMMITTEE 


Now, our balance sheet should show the property that has been entrusted to us, 
so we increased our investment in railway property by $380 million. Then of ! 
course, we must balance the books— heat | 

Mr. MACDONNELL: Do not let me get into an argument with an accountant. 
I am beaten before I start. a : 

The CHAIRMAN: Shall section 10 carry? 

‘Carried. 

Section 11, C.N.R. Securities Trust. 

Mr. MACDONNELL: One more question on section 10, Mr. Chairman. 

The CHAIRMAN: Yes. ; 7 

Mr. MACDONNELL: Section 10 (2) (a) (ii), the amounts of all capital 
gains of the national system for the year 1952 and subsequent fiscal years 
retained by the national company. What capital gains? | 

Mr. Cooper: During the war we repatriated a large amount of Canadian 
National securities which were gwned by United Kingdom nationals, and in 
the transaction we gained $19 million, that is, we bought the securities for 
$19 million less than par. That was a capital gain, and it had the effect of 
increasing the proprietor’s equity. 

Hon. Mr. CHEvRIER: I suggested taking out the word. “that”, but the 
draughters tell me it would be better to put in the word “are” after govern-_ 
ment railways in the third line, and that would make better sense than taking 
out the word “that”; so that the line would then read “government railways are 
included in the net debt of Canada”. — 

Mr. PouLiot: In what line? 


Hon. Mr. CHEvrIER: Line 10 of section 10 (3) of the bill. In line 10, after 
the words ‘‘government railways” add the verb “are’. That makes sense. 
Otherwise there is no verb in the sentence. 


The CHAIRMAN: Section 11. Shall it carry? 
Carried. 


Mr. Poutiot: No, no. Mr. Gordon, I asked for the bylaws of the railways 
and I see in this section there is a mention of the board of directors. I wonder 
why you have any objection to letting us.have the bylaws of the board of 
directors of the railways. 


Mr. Gordon: Are you referring to section 11, Mr. Pouliot: 


Mr. PouLiot: Yes. The board of directors of the national company are 
mentioned there and I take the occasion to ask you this question, because I had 
a copy, a summary, an extract of the bylaws that were passed in 1927, and 
I wondered why I could not have the bylaws of the board of directors of the 
company. hoes 

_ Mr. Gorpon: Well, it is a little confusing; this board of directors reference 
in section 11 has to do with the Securities Trust. Now, is it the Securities 
Trust that you want the bylaws in connection with? 


The CHAIRMAN: I think Mr. Pouliot just sees the words “board of directors”. 


_ Mr. Gorpon: There are no bylaws in connection with the Securities Trust 
that I know of. ; : 

Mr. PoUuLioT: No, no, but as the board of directors of the railway is men- 
tioned there, I am asking why we could not get a copy of the bylaws governing 
the board of directors of the railways. | a ee 

Mr. Gorpon: I think I can make a general statement here. There are all 
sorts of bylaws tacked up on station walls, bylaws cautioning against spitting 
on the ‘platforms, with regard to nuisances, and so forth. Certainly we will 
give you those. Baie 
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Mr. PouuioT: But I am referring to bylaws concerning meetings. 
‘Mr. Gorpon: There are all sorts of bylaws affecting the internal day-to-day 
management of the company that are not appropriate for release. They have 
to do with all types of matters. 


Mr. Pouuiot: Such as playing poker on the train? 


Mr. GorRDON: Yes, we will give you a bylaw covering that. We do not 
approve of poker on ene 


Mr. PovuiorT: I will tell you in ‘black and white what I would like to have. 
I would like to have a copy of the bylaws covering the passing of resolutions. 


Mr. Gordon: The passing of resolutions? 


_ Mr. PouLiotT: What I would like to know is the constitution of the company 
in virtue of the will of the board of directors. 


Mr. GORDON: Yes? 
Mr. PouLioT: You must understand what I mean. 


The CHAIRMAN: Do I understand, Mr. Pouliot, that you wish to have copies 
of any bylaws that delegate to the directors the power to pass and to deal with 
matters by resolution which ordinarily would be dealt with by bylaws? 


Mr. Pou.iot: No, no, it is not that: what I want is very simple. I wanta 
copy of the bylaws of the board of directors governing their meetings. 


The CHairMAN: As to when the meetings are to be called? 
Mr. FRASER: Or what their powers are? 
Mr. PoutioT: Yes. 


Mr. Gorpon: There is no such thing, Mr. Pouliot. What happens is this, 
the board of directors meets on a date which is agreed, and in practice we meet 
once a month. During the course of the board of directors’ meetings, questions 
which come up for discussion sometimes call for formal resolutions covering 
legal matters, such as the execution of a mortgage or the release of property, 
or things of that kind. That is just a normal, ordinary resolution and it says, 
“Resolved that the company agrees to do tus and so.” Now, there is nothing 
formalized in bylaws about that. They proceed in the ordinary way any board 
of directors proceeds. There is, as I say, a public list of bylaws which refer to 
the conduct of the public in respect of company property, trespassing, spitting 
on the platform, committing nuisances on trains, and things of Ae kind. 


Mr. Pouuiot: And playing poker on trains? 


Mr. Gorpon: There is a bylaw on that, and we would be glad to let you have 
a copy of that, but you can take it in general we on the board of directors; 


- proceed as any board of directors does to express its will by resolution. 


Mr. PouuiotT: Well, there was a bylaw which was passed in 1927, by which 
I saw that a ecagcies Minister of Railways was a member of the executive 
committee. 


Mr. Gorpon: There is no executive committee of the board now. There 
was an executive committee of the board formed by Sir Henry Thornton, and 
at that time my recollection is that the Deputy Minister of Transport was a 
member of the board, and as a member of the board he became a member 
of the executive committee. There has been no executive committee function- 
ing since, certainly, 1931. There has been no executive committee function- 
ing since then, and, therefore, the board discharges its obligations in the 


form of either a full meeting of, the board, or if there is an emergency comes 


up we will get expressions of opinion either in writing or by telegraphic com- 
munication, but the board always acts as a board, and there is no executive 
committee functioning, as you describe that, since 1931 or thereabouts. 
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Mr. PouLiotT: Well, is there a link between you and the government—not | 
between you, but between the Canadian National management and the govern- 
ment, as there was when Mr. Bell, the Deputy CS of Railways, was a 
member of' the executive committee? 


Mr. Gorpon: I would think, Mr. Chevrier could answer that.’ 


Hon. Mr. CHEvRIER: I do not know what the position was in the past that. 
you refer to but the link as it exists today is contained in the various statutes, 
chiefly in the Canadian National Railways Act, in the Canadian National- 
Canadian Pacific Act, and the fact that the Governor in Council appoints the 
chairman of the board of directors. 


Mr. PouLioT: Well, for all matters that are discussed between the Depart- 


ment of Transport and ge management of the railways, who corresponds on 
both sides? 


Hon. Mr. CHEvrIER: The president of the railway and myself correspond 
on matters of policy, and on other matters that are not strictly policy. I would 
think in the vast majority of matters concerning internal management the 
government appointed them a body to deal with those questions. 


Mr. POULIOT: Who are they? 
Hon. Mr. CHEVRIER: The president and his board of directors. 


Mr. GORDON: Perhaps I could simplify it this way. The link definitely is 
between the president .and the Minister of Transport. If there is any other 
discussion with the department, it is with somebody either acting for the presi- 
dent or for the Minister of Transport. For example, my executive vice- president 
might very well talk to Mr. Lessard, the deputy minister, on some functioning 
matter, but he is always acting for the minister or he is acting for the president, 
so the link actually is between the president and the minister. That is the 
answer to your question. 


Mr. PouLiotT: But you do meet at regular intervals? 

Mr. GorDoNn: The minister and myself? 

Mr. PouLioT: Yes—when you have something to discuss ee tuer 
Mr. GORDON: Yes, we do. 


Mr. Pouutiot: And does the Deputy Minister of Transport get in touch 
with someone other than you to discuss the business of the railways? 


Mr. GorDon: That is a general question. There are all sorts of things 
come up in the course of a day’s work that the minister is interested in. He 
may have to make a statement to the House, for example, touching on the 
point—and I hate to make reference to it—of a wreck, and the minister might - 
like to make a statement to the House, as I say. He lets it be known to his 
deputy, and the deputy would get in touch with my operating vice-president 
if I was not available, and would get information on matters affecting the 
operation of the railways. I may say that on matters affecting policy, govern- 
ment action or things like that, considered as a matter of government policy 
between the railway and the government, the conversation and the discussions 
take place between the minister and myself. 


Mr. MACDONNELL: I think Mr. Pouliot is raising an interesting question 
here, as to whether the government, which represents the people of Canada, 
would be in closer touch if in fact a government official was on the board— 
if I interpret Mr. Pouliot’s remarks correctly. 

Mr. PouLioT: It happened before and I wonder if it would not be a good 
thing. Of course’as you know, Mr. Gordon, we are all friendly to your company. 

Mr. GorpDon: I have no doubt about that. 
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Mr. PouLioT: And we want the management to be as successful as 
possible, and as the government seems to be very well disposed—it has been 
in the past—I wonder if there could not be closer co-operation between the 
railways and the government. 


Mr. GorDon: Well, I must let the minister speak for himself, but speaking 
from my point of view I regard the relationship and the day-to-day working 
association that exists between the Department of Transport and the railways 
as highly satisfactory. 


Hon. Mr. CHEVRIER: The only other closer relationship that could exist 
beyond what does exist today would be to return to the position of having 
the deputy, or some other person representing the department, a member of 
the board of directors, and I doubt whether that is a good thing because the 
deputy is deputy of a very busy department, and if over and above that he had 
the responsibility of being a director of the board I do not know how he could 
fulfil his duties. 

Mr. Pouuiot: I have the greatest respect for Mr. Lessard, who is one of 
the most efficient deputies that we have here in Ottawa, but he is not the only 
one in the department. You have Mr. Frank Connors and others. Mr. Frank 
Connors is a very able man. He could represent the Department of Transport 
and save lots of time, both of Mr. Gordon and of yourself. 

Hon. Mr. CHEvRIER: That is also a matter of government policy and it has 
been considered from time to time, and the government has felt that it would 
not be desirable to do it. 

Mr. Gordon: Mr. Minister, will you agree with this, that it should be 
remembered that the Department of Transport and the Minister of Transport 
deal with all railway matters, not only matters affecting the Canadian National 
Railways, and it is very important that the minister and the deputy minister 
remain in a completely impartial position. Personally I would deplore the 
idea that the deputy minister, and I say this without any reference to person- 
alities, Mr. Lessard, but I think it would be highly improper for the deputy 
minister to be required to sit on the board of directors of the Canadian National 
Railways, discussing a subject which may represent a competitive position with 
another railway, and then have to go back to his department and sit in judg- 
ment on what the policy of the government may be. The minister and his 
department must remain in an impartial position respecting the whole field of 
transportation, and that is why, I assume, an independent board of directors 
for the Canadian National Railways was thought appropriate. Would you 
agree with that, Mr. Minister? 

Hon. Mr. CHEVRIER: Quite. 

The CHAIRMAN: Shall section 11 carry? 

Carried. 


Section 12, object of corporation. 
Carried. 


4 


Section 13, capital stock. Any questions on section 13? 
Carried. 


Section 14, powers of trustees. 
Carried. 


Section 15, secretary of Securities Trust. ° 


Mr. MACDONNELL: Who is this unfortunate individual who has to work 
without getting paid? 


Hon. Mr. CHEvRIER: That has been Mr. Frank Connors for some time. 
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The CHAIRMAN: Section 16, every company obligated. 
Carried. as ; site 


Section Li, trustees to report annually to parliament. 
Carried. 


Section 18. 


Mr. FRASER: In Section 18, it says here, the capital sya of the Canadian 
Northern Railway has to be held and cannot be disposed of. Now, the Canadian 
National Railways also have stock or control of other companies, or railways, 
I should say. Now, why do you pick just one out? 


Mr. Gorpon: It is a matter of history. 


Hon. Mr. CHEVRIER: I was going to say that the reason, I presume, is that 
when the Capital Revision Act was passed there was a valuation put on that 
stock. The Canadian Northern Railway stock consists of 180,000 shares with 
a par value of $18 million, which was transferred to the Canadian National 
Railways in exchange for one million no par shares of the Canadian National 
Railways, with an initial stated value of $18 million. I presume that is why 
that section earmarks the Canadian Northern stock, because it has a value. 


Mr. MAcDONNELL: Does this mean that they can sell and release all the 
others if they like? 


Mr. Gorpon: ‘I think the explanation on that, too, is a matter of history. 
It is a matter of timing. For the period of time the government held the 
Canadian Northern Railway. stock it owned it, but on the amalgamation with 
the Grand Trunk Railway it never actually took over their stock. 


Mr. Cooper: The government owned the stock of the Canadian Northern 
Railway Company. One of the provisions of the Capital Revision Act of 1937 
transferred the stock to the Canadian National Railway Company in exchange 
for stock of the Canadian National Railway Company. It was a requirement 
included in the Act that the stock could not be sold wnder any condition except 
with the consent of parliament. The government never owned any of the 
shares of the other companies. 

The CHAIRMAN: Section 18. Shall it carry? 


Carried. 


Section 19, minister to include statement of assistance in public accounts. 


Hon. Mr. CHEVRIER: I have an amendment here to suggest in section 19, 
line 42: ‘in such a manner as to show the value of property granted,” strike 
out the words ‘‘the value of’? so that it would read “in such a manner as to 
show the property granted”. The reason for that is that this affects railways 
other than the Canadian National Railways, and the law as it stands now—the 
section eludes me at the moment—requires even other railways to show the 
property, the acreage of the property granted and not the value, and it is 
suggested that that is the intention of the legislation here. 

The CHAIRMAN: Is there also a minor correction here? 


Hon.: Mr. CHEVRIER: Yes. Mr. Gordon has pointed out the marginal note 
opposite section 18, which reads “. . . without approval of the Governor in 
Council”, whereas the section refers to parliament, so I think the marginal note 
should read, ‘“‘national company not to sell, etc., capital stock without approval 
of parliament.” 


The CHAIRMAN: Shall the section carry? 
Carried. 


Shall section 19 carry as amended? 
Carried. 


a Mies eet. JF geile 
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Section 20. 


Mr. MACDONNELL: I take it that someone has checked very carefully to 

see that there is nothing in the 1937 Act which still is not needed to give effect 
to what was done. Certainly I have not attempted to do it, but you are repeal- 
ing the whole Act. 


Hon. Mr. CHEvRIER: You are repealing the whole Act but re-enacting the 
greater part of it in this Bill 308. 


Mr. PouttioT: Mr. Chevrier, does this section 20 mean that the railway 
will have to refund to the government the amount of $1,218,000,000 which was 
cancelled by the Act of 1937? 


Hon. Mr. CHEVRIER: No. i 

The CHAIRMAN: Are there any questions on schedule A? 
Carried. 

On schedule B? 

Carried. 


Shall the title carry? 
Carried. - 


Shall I report the bill? 
Agreed. 
Thank you, gentlemen. 


The meeting adjourned. 
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deficit; 


ORDERS OF REFERENCE 


_HOousE or Commons, 
THURSDAY, March 12, 1953. 


Resolved,—That a Sessional Committee on Railways and Shipping owned, 
operated and controlled by the Government, be appointed to consider the 
accounts and estimates and bills relating thereto of the Canadian National 
Railways, the Canadian National (West Indies) Steamships, and Trans-Canada 
Air Lines, saving always the powers of the Committee of Supply in relation 
to the voting of public moneys; and that the said Committee be empowered 
to send for persons, papers and records and to report from time to time, and 
that notwithstanding Standing Order 65, in relation to the limitation of the 


_ number ‘of members, the said Committee consist of Messrs. Benidickson, 


Bourget, Browne (St. John’s West), Carter, Cavers, Churchill, Cleaver, Dumas, 
Follwell, Fraser, Fulton, George, Gillis, Healy, Helme, James, Knight, Mac- . 
donald (Edmonton East), Macdonnell (Greenwood), McCulloch, McLure, Mott, 
Mutch, Picard, Pouliot, Thomas. 


Monpay, March 16, 1953. 


Ordered,—That the Annual Reports for 1952 of the Canadian National 
Railways, the Canadian National (West Indies) Steamships, the Canadian 
National Railways Securities Trust, and the Auditor’s Report to Parliament in 
respect to the Canadian National Railways and Canadian National (West 


Indies) Steamships, tabled this day, be referred to the Sessional Committee 


on Railways and Shipping owned, operated and controlled by the Government, 


_ together with the following items of estimates for 1953-54: 


Vote 467—Prince Edward Island Car Ferry and Terminals—deficit; 
Vote 471—North Sydney, N.S.—Port aux Basque Ferry and Terminals— 


Vote 476—Maritime Freight Rates Act—payment of twenty per cent reduc- 


_ tion in tariff of tolls to Canadian National Railway and other railways operating 
In territory fixed by the act. , 


And that the resolution passed by the House on January 28, 1953, 


_ referring certain estimates to the Committee of Supply, be fescinded in so far 


— —T- 


as the said resolution relates to Votes 467, 471 and 476. 


TUESDAY, March 17, 1953. 


Ordered,—That the Annual Report of Trans-Canada Air Lines for the 
year ended December 31, 1952, the Auditor’s Report to Parliament for the 
year ended December 31, 1952, in respect of Trans-Canada Air Lines, and also 
the Operating Budget and Capital Budget for the calendar year 1953 in respect 
of Trans-Canada Air Lines, all tabled earlier this day, be referred to the said 


; Committee. 
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WEDNESDAY, March 18, 1953. 


Ordered,—That the quorum of the said Committee be reduced from 
fourteen to eight Members. | : 


-Ordered,—That the said Committee be granted permission to sit while 
the House is sitting. f 


Ordered,—That the said Committee be empowered to print, from day 
to day, 1,000 copies in English and 200 copies in French of its minutes of 
proceedings and evidence, and that Standing Order 64 be suspended in relation 
thereto. 


Monpay, March 19, 1953. 


Ordered,—That the Capital Budget of the Canadian National‘ Railways 
for the year ending December 31, 1953, tabled this day, be referred to the said 
Committee. | 


Ordered,—That the Capital Budget of the Canadian National (West Indies) 
Steamships, Limited, for the year ending December 31, 1953, tabled this day, 
be referred to the said Committee. 


Fripay, March 20, 1953. 


Ordered,—That the name of Mr. Chevrier be substituted for that of 
Mr. Bourget on the said Committee. . 


Attest. 


LEON J. RAYMOND, 
Clerk of the House. 


a REPORT TO THE HOUSE 
7 WEDNESDAY, March 18, 1953. 


| The Sessional Committee on Railways and Shipping owned, operated and 
_ controlled by the Government begs leave to present the following as a 


FIRST REPORT 
Your Committee recommends: 
1. That its quorum be reduced from fourteen to eight members. 
2. That it be granted permission to sit while the House is sitting. 


j 3. Lhat it be empowered to print, from day to day, 1,000 copies in English 
_.and 200 copies in French of its minutes of proceedings and evidence, and that 
: Standing Order 64 be suspended in relation thereto. 


All of which is respectfully submitted. 


| HUGHES CLEAVER, 
Chairman. ) 


o | FRIDAY, March 27, 1953. 
: The Sessional Committee on Railways and Shipping, owned, operated and 
_ controlled by the Government, begs leave to present the following as its 


: 
- SECOND REPORT 

Pursuant to the Orders of Reference of the House of March 12 iG; 
17 and 19, 1953, this Committee had before it for consideration the 
_ following: 

_ - 1. The Annual Report for 1952 of the Canadian National Railways System, 
the Canadian National (West Indies) Steamships, Limited, and the Auditors’ 
report to Parliament in respect of the Canadian National Railways System 
a and the Canadian National (West Indies) Steamships, Limited. 


: 2. The Annual Report of the Trans-Canada Airlines for the calendar 
year 1952, and the Auditors’ report to Parliament for the calendar year 1952, 
: in respect of Trans-Canada Airlines. | 


3. The Annual Report of the Canadian National Railways Securities Trust 
*for 1952. 

4, The capital budget of the Canadian National Railways, the Canadian 
- National (West Indies) Steamships, Limited, for the year ending 1953 and 


the operating budget and capital budget of the Trans-Canada Airlines for the 


calendar year 1953. 

: 

.. Vote 467—Prince Edward Island Car Ferry and Terminals—deficit. 

, __ 6. Vote 471—North Sydney, N.S., Port au Basque Ferry and Terminals— 
deficit. 
a 5 
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7. Vote 476—Maritime Freight Rates Act—payment of 20% reduction 
in tariff of tolls to Canadian National Railway and other railways operating 
in territory fixed by the Act. 


Your Committee held ten meetings, during which the above-named 
matters were considered and evidence adduced thereon. 


The Annual Reports of the Canadian National Railways for 1952 disclose 
a net income of $24,305,448.00, as compared with $31,783,119.00 in 1951. 
However, interest charges amounted to $24,163,121.00 in 1952, as compared 
with $46,815,115.00 in 1951 bringing about a surplus of $142,327.00 as compared 
with a deficit of $15,031,996.00 in 1951. The said Annual Report was adopted. 


The Annual Reports of the Canadian National (West Indies) Steamships, 
Limited for 1952 disclose a net operating profit of $326,276.00 as compared 
with a net operating deficit of $31,576.00 for 1951. After inclusion of Vessel 
Replacement Fund earnings of $145,065.00 and payment of interest on bonds 
held by the public and on Government advances, there was an income deficit 
of $3,909.00 compared with an income’ deficit of $468,992.00 in 1951. The 
balance in the Vessel Replacement Fund at the end of the 1952 was $5,018,229.00 
as compared with $4,685,357.00 at the year end in 1951. The Insurance Fund 
balance was $2,354,572.00 against a balance of $2,046,654.00 at the end of 
1951. The said Annual Report was adopted. 


The Annual Report of Trans-Canada Airlines for 1952 discloses a net 
operating revenue of $2,757,879.00, and that after payment of‘interest amount- 
ing to $750,000.00 on capital invested and making provision for income tax of 
$1,200,000.00; there is a resulting surplus of °$807,879,00 as compared with a 
surplus of $3,890,957.00 in the year 1951, during which year no income tax 
with respect to this company was payable. The said Annual Report was adopted. 


The Auditors’ Report to Parliament with respect to the Canadian National 
Railways System, the Canadian National (West Indies) Steamships, Limited, 
and the Trans-Canada Airlines, also the Annual Report of the Canadian 
National Railways Securities Trust for the calendar year 1952, were severally 
considered and adopted. 


The Financial Budgets of the Canadian National Railways System, the 
Canadian National (West Indies) Steamships, Limited, and the Trans-Canada 
Airlines, for the calendar year 1953 were examined and adopted. 


The items of the Estimates for the year ending March 31, 1954, being 
votes 467, 471 and 476, were considered and approved. 


The task of your Committee was greatly facilitated by the valuable 
assistance of Mr. Donald Gordon, C.M.G., L.L.D., Chairman of the Board of 
Directors and President of the Canadian National Railways; Mr. S. F. Dingle, 
Vice-President, and Mr. T. J. Gracey, Comptroller, both of the Canadian 
National Railways; and Mr. G. R. McGregor, President of the Trans-Canada 
Airlines, and Mr. W. S. Harvey, Comptroller. 


A copy of the evidence adduced in respect of the matters referred is? 
appended hereto. 


All of which is respectfully submitted. 


HUGHES CLEAVER, 
Chairman. 


MINUTES OF PROCEEDINGS 


WEDNESDAY, March 18, 1953. 


The Sessional Committee on Railways and Shipping owned, operated and 
controlled by the Government, met at 10:30 o’clock a.m. this day. 


Members present: Messrs. Benidickson, Bourget, Browne (St. John’s West), 
Cavers, Churchill, Cleaver, Dumas, Follwell, Fraser, Fulton, George, Gillis, 
Helme, James, Knight, Macdonald (Edmonton East), Macdonnell (Greenwood), 
McCulloch, MeLure, Thomas. 


A quorum having ~assembled, Mr. Macdonnell (Greenwood) addressing 
himself to the Clerk, moved that Mr. Cleaver, be Chairman of the Committee. 


And the question being put on the said motion; it was agreed to. 
Mr. Cleaver presiding: 


On motion of Mr. Macdonald (Edmonton East): 
Resolved,—That Mr. McCulloch be Vice-Chairman of the Committee. 


On motion of Mr. McCulloch: ; 

Resolved,—That the Committee recommend to the House that it be granted 
permission to sit while the House is sitting. 

On motion of Mr. Benidickson: 

Resolved,—That the Committee recommend to the House that its quorum 
be reduced from fourteen to eight members. 

On motion of Mr. Macdonnell (Greenwood): 


Resolved,—That the Committee recommend to the House that it be 
empowered to print, from day to day, 1000 copies in English and 200 copies in 
French of its minutes of proceedings and evidence. 


4 At 1.45 o’clock p.m., on motion of Mr. Fulton, the Committee adjourned 
_ to meet again at 11:00 o’clock a.m., Monday, March 23rd, 1953. 


-Monpbay, March 23, 1953. 


The Sessional Committee on Railways and Shipping owned, operated and 


controlled by the Government met at 11:00 o’clock a.m. this day. Mr. Cleaver, 
_ Chairman, presided. ; 


Members present: Messrs. Browne (St. John’s West), Carter, Cavers, 
Chevrier, Churchill, Dumas, Follwell, Fulton, Gillis, Healy, Helme, James, 
Knight, Macdonald (Edmonton East), Macdonnell ( Greenwood), McLure, Mott, 
Mutch, Pouliot, Thomas. 


In attendance: Mr. Donald Gordon, C.M.G., LL.D., Chairman of the Board 
of Directors and President of the Canadian National Railway, assisted by Mr. 
_ T. J. Gracey, Comptroller, and Mr. S. F. Dingle, Vice-President (Operations) ; 
and Messrs. F. P. Turville, J. D. Morison, and D. T. G. Padley, Chartered 
Accountants, of George A. Touche & Company, Accountants. 
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The Committee commenced consideration of the Annual Report of the 
Canadian National Railway (1952). 


Mr. Gordon was called, read the letter of transmittal and the TAA 
Report. 


The Committee then commenced a detailed examination of the Report, 
during which Mr. Gordon, assisted by Messrs. Gracey and Dingle, answered 
questions directed to him. 


At 12:50 o’clock p.m., the examination of Mr. Gordon still continuing, the 
Committee adjourned to mest again at 3:30 0 clock | p.m. this day. 


AFTERNOON SESSION 


The Committee resumed at 3:30 o’clock p.m. Mr. Cleaver, Chairman, 
presiding. 


Members present: Messrs. Browne (St. John’s West), Carter, Cavers, 
Chevrier, Churchill, Dumas, Follwell, Fulton, Gillis, Healy, Helme, James, 
Knight, Macdonald (Edmonton East), Macdonnell (Greenwood), McCulloch, 
McLure, Mott, Mutch, Pouliot, Thomas. 3 


In attendance: Same as at morning session. 
The Committee resumed the examination of Mr. Gordon. 


At 5:35 o’clock p.m., the examination of Mr. Gordon still continuing, the 
Committee adjourned to meet again at 8:30 o’clock p.m. this day. 


EVENING SESSION 


The Committee resumed at 8:30 o’clock p.m. Mr. Cleaver, Chairman, 
presiding. fiers 4 


Members present: Messrs. Browne (St. John’s West), Carter, Chevrier, 
Churchill, Dumas, Follwell, Fulton, Gillis, Healy, Helme, James, Knight, 
Macdonald (Edmonton East), Macdonnell (Greenwood), McCulloch, McLure, 
Mott, Mutch, Pouliot, Thomas. 


In attendance: Same as at morning session. 
The Committee resumed the examination of Mr. Gordon. 


On Section 34 of the Annual Report, Hotel Operations, Mr. Macdonnell 
(Greenwood), moved “for a copy of all letters, telegrams, and other communica-_. 
tions between senior officers and officials of the Canadian National Railways 
and Robert Pitt, M.B.E., then Manager of the Fort Garry Hotel in Winnipeg 
concerning complaints as to allotment of rooms to Federal Ministers of the 
Crown in the said hotel, or as to the conduct of Robert Pitt in his discharge 
of his duties, and of all replies to such letters, telegrams and communications 
in any way referring to alleged complaints since the first day of September, 
1952, and to date’’. 


At the same time, and with the consent of the Committee, Mr. Macdonnell 
(Greenwood) also moved: ‘‘That Mr. Pitt and Mr. R. Sommerville, General 
Manager of Hotels, be called before the Committee’”’. 


After some discussion and the question being raised as to whether the 
documents requested could be produced, the Chairman ruled that further 
discussion should be directed to the point of order. 


RAILWAYS AND SHIPPING Whe 9 


Thereupon, Mr. Gillis moved that, before proceeding further with the 


4 motion for production of papers, Mr. Gordon be heard on the motion. 


“After further discussion, and with the unanimous consent of the Committee, 
the Chairman called Mr. Gordon to make a statement on the production of 


- the documents and papers requested in the motion. 


Thereupon the Chairman ruled that the production of the documents and 


papers requested was contrary to well established principles and could not be 
allowed. 


And an appeal from the Chairman’s ruling being taken by Mr. Macdonnell. 
_Mr. Mutch moved that the Committee adjourn until 11:00 o’clock a.m. Tuesday, 
~ March 24, 1953. 


The debate still continuing the Chairman ruled ae the motion to adjourn 
was not debatable and the said motion having been put, was agreed to. 


At 10:00 o’clock p.m. the Committee adjourned to meet again at 11:00 
o'clock a.m., Tuesday, March 24, 1953. 


TUESDAY, March 24, 1953. 


The Sessional Committee on Railways and Shipping owned, operated and 


- controlled by the Government met at 11.00 o’clock a.m. this day. Mr. Cleaver, 
_ Chairman, presided. j 


Members present: Messrs. Benidickson, Browne (St. John’s West), Carter, 
Cavers, Chevrier, Churchill, Dumas, Fulton, George, Gillis, Healy, Helme, James, 
Knight, Macdonald (Edmonton Hast) Macdonne (Greenwood), McCulloch, 
McLure, Mutch, Pouliot. 


In attendance: Mr. Donald Gordon, C.M.G., AEE). Chairman of the Board 
of Directors and President of the Canadien Na Cian Railway, assisted by 
Mr. T. J. Gracey, Comptroller, and Mr. S. F. Dingle, Vice-President (Opera- 


- tions): and Messrs: F. P. Turville, J. D. Morison, and T. D. G. Padley, chartered 


accountants, of George A. Touche & Company, accountants. 


The Committee resumed consideration of the Annual Report of the 
Canadian National Railway. 


The Chairman informed the Committee that the ruling he had made at the 


previous meeting as to the production of certain documents was not debatable. 


Thereupon, a recorded vote being requested, the Chairman’s ruling was 


sustained on the following division: 


Yeas: Messrs. Benidickson, Carter, Cavers, Chevrier, Dumas, George, Gillis, 


Healy, Helme, James, Macdonald (Edmonton East), McCulloch, Mott, Mutch, 


Pouliot. (15). 
Nays: Messrs. Browne (St. John’s West), Churchill, Fulton, Knight, Mac- 


donnell (Greenwood), McLure. (6). 


Debate then took place on the motion of Mr. Macdonnell (Greenwood) 
that ““Mr. Pitt and Mr: R. Sommerville, General Manager of Hotels, be called 
before the Committee’’. 

On speaking to the motion Mr. Macdonnell (Greenwood), informed the 
Committee that he had certain letters in his possession and it was his intention 
to read them into the record; 

And a point of order being raised as to ce or not the said letters were 


_ interdepartmental documents and, if so, having regard to the decision of the 
Committee on the matter of producing interdepartmental correspondence, 
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whether or not they could be placed on the record; the Chairman advised the 
Committee that he would take the matter into consideration and give a Sele 
at the afternoon session. 

At 12.55 o’clock p.m. the Committee adjourned 46 meet again at 3.30 
o’clock p.m. this day. 


AFTERNOON SESSION — 


The Committee resumed at 3.30 o’clock a.m. Mr. Cleaver, Chairman, 
- presided. 


Members present: Messrs. Benidickson, Browne (St. John’s West), Carter, 
Chevrier, Churchill, Dumas, Fraser, Fulton, George, Gillis, Healy, Helme, James, 
Knight, Matdonald (Edmonton East), iVMacdonnell (Greenwood), McCulloch, 
McLure, Mott, Mutch, Pouliot, Thomas. 


In attendance: Same as at the morning session. 


Debate was resumed on the point of order raised at the morning sitting 
as to whether or not it was permissible for Mr. Macdonnell (Greenwood), to 
place on the record certain letters in his possession. 


After some discussion the Chairman ruled that the said letters were inter- 
departmental documents and that, having regard to the previous decision of the 
committee as to the production of such documents, they: could not be incor- 
porated into the record. 


The Committee then eae consideration of Mr. NE edoaneir: motion 
that Mr. Pitt and Mr. Sommerville be called before the Committee. 


After further discussion; the question having been put and a recorded 
vote being requested the motion was negatived on the following division: 


Nays: Messrs. Benidickson, Carter, Chevrier, Dumas, George, Gillis, Healy, 
Helme, James, Macdonald (Edmonton East), MeCulloch, Mott, Mutch, Pouliot, 
Thomas. (15). 

Yeas: Messrs. Browne (St. John’s West), Churchill, Fraser, Fulton, Mac- 
- donnell (Greenwood), McLure. (6). 


The Committee resumed the detailed tae of the Annual Report of the 
ae National Railway and the examination of Mr. Gordon thereon. 


At 6.05 o’clock p.m. the consideration of the Annual Report and the 
examination of Mr. Gordon thereon having been completed, the Committee 
adjourned to meet again at 8.30 o’clock p.m. this day. 


EVENING SESSION 


The Committee resumed at 8.30 o’clock p.m. Mr. Cleaver, Chairman, 
presiding. 


Members present: Benidickson, Browne (St. John’s West), Carter, Chevrier, 
Churchill, Dumas, Follwell, Fraser, Fulton, George, Gillis, Macdonald (Edmon- 
ton East), Macdonnell (Greenwood), McLure, Mutch, Pouliot. 


In attendance: Same as at the morning session. 


The Committee having been advised of the passing of Her Majesty Queen 
Mary observed a minute’s silence to mark its sorrow and regret at her passing. 


The Committee commenced consideration of the Income Account and 
Capital Budget—1953, of the Canadian National Railways; Mr. Gordon being 
Benes thereon. 
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At 10.00 o’clock p.m. the examination of Mr. Gordon continuing, the Com- 
mittee adjourned to meet again at 3.30 o’clock p.m., Wednesday, March 25, 
1953. 


] 


R. J. GRATRIX, 
Clerk of the Committee. 


WEDNESDAY, March 25, 1953. 


The Sessional Committee on Railways and Shipping owned, operated 
and controlled by the Government, met at 3.300 clock -p-m)thiss dayveiMir 
Cleaver, Chairman, presided. 


Members present: Messrs. Benidickson, Browne (St. John’s West), Carter, 
Cavers, Chevrier, Churchill, Dumas, Follwell, Fraser, Fulton, George, Gillis, 
Healy, Helme, James, Knight, Macdonald (Edmonton East), Macdonnell 
(Greenwood), McCulloch, McLure, Mott, Mutch, Picard, Pouliot, Thomas. 


In attendance: Mr. Donald Gordon, C.M.G., LL.D., Chairman of the Board 
of Directors and President of the Canadian National Railway, assisted by 
Mr. T. J. Gracey, Comptroller, and Mr. S. F. Dingle, Vice-President (Opera- 
tions); and Messrs. F. P. Turville, J. D. Morison, and T. D. G. Padley, chartered 
accountants, J. George A. Touche & Company, accountants. 


The Committee completed consideration of and adopted the Income 
Account and Capital Budget, 1953, of the Canadian National Railways, Mr. 
Gordon being further examined thereon. . 


The Committee then considered and approved the Annual Report and the 
Income Account and Capital Budget, 1953 of the Canadian National (West 
Indies) Steamships, Limited, Mr. Gordon being examined thereon. 


The Annual Report of the Canadian National Railways Securities Trust, 
1952, was considered and adopted. 

On motion of Mr. Gillis: 

Resolved,—That in the future the Annual Reports of The Canadian 
National Railways Securities Trust be mimeographed rather than printed. 


The Chairman placed before the Committee for consideration the Auditors’ 
Report to Parliament, 1952, on the Canadian National Railway System and the 
Canadian National (West Indies) eysedtcuslal ss Limited. 

On motion of Mr. Fraser: 

Resolved,—tThat the reading of the said reports be dispensed with. 

The Auditors’ Report to Parliament, 1952, in respect of the Canadian 
National Railway System and the Canadian National (West Indies) Steamships, 
Limited, was approved. 


The Committee then considered and approved the following items of the 
estimates referred to the Committee. 


Vote 467—Prince Edward Island Car Ferry and Terminals—deficit; 


Vote 471—North Sydney, N.S.—Port aux Basque Ferry and Terminals— 
deficit; 


Vote 476—Maritime Freight Rates Act—payment of twenty per cent 


. reduction in tariff of tolls to Canadian National Railway and other railways 


oe 
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operating in territory fixed by the act. 


~ 
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Answers to questions asked by various members of the Committee during 


the proceedings and deferred for additional information, were given by. 
Mr. Gordon. . 


The Committee having completed its inquiry into matters referred in 
respect of the Canadian National Railway System and the Canadian National 
(West Indies) Steamships, Limited, the Chairman expressed the appreciation 
of the Committee to Mr. Gordon and his officials. 


At 5.25 o’clock.p.m. the Committee adjourned to meet again at 11 o’clock 
a.m., Thursday, March 26th, 1953. 


R. oJ. GRATRIX, 
Clerk of the Committee. 


Marcu 27, 1953. 
The Sessional Committee on Railways and Shipping, owned, operated and 
controlled by the Government met, in camera, at 10.30 o pak a.m. this day. 
Mr. Cleaver, Chairman, presided. 


Members present: Messrs. Benidickson, Browne: (St. John’s West), Chur- 


chill, Dumas, Follwell, Fraser, Gillis, Helme, James, Knight, Macdonald 


(Edmonton East), Macdonnell (Greenwood), McCulloch, Mott, Mutch. 


The Chairman submitted a draft report on all matters referred to the 
Committee. 


After some discussion and several amendments being proposed the said 
report was adopted without amendment, on division. 


At 11.05 o’clock a.m. the Committee adjourned sine die. 


RJ. -GRATREXS 
Clerk of the Committee. 


NoTE: In answer to a question asked by Mr. Browne (St. John’s West), 
the following statement entitled: ‘“Average revenues per ton mile of Railways 
in Various Countries”, was filed with the Clerk of the Committee and is 
appended hereto as open SAC 
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EVIDENCE 


MARCH 23, 1953. 
11.00 a.m. 


The CHAIRMAN: Gentlemen, we have a quorum. The committee is pleased 
to have Mr. Donald Gordon with us again. Mr. Gordon? 


Mr. Gorpon: Mr. Chairman and members of the committee, may I first state 
for the record that accompanying me today are Mr. S. F. Dingle, vice-president 
in charge of operations, and Mr. T. J. Gracey, comptroller and others of my 
staff, who are here with supporting data on matters of detail to ensure that as 
far as possible in my appearance before you I may be able to deal with all 
questions which may appropriately arise or be of interest to you. 


Mr. Chairman, may I also ask your permission and the indulgence of the 
committee to suggest that I may be permitted to read the report in its entirety 
because it is intended to make a full disclosure of all pertinent information so. 
that members may obtain a grasp of the over-all operation of an organization 
which if I may say so is of extraordinary complexity. Following the presenta- 
tion of the annual report questions may be dealt with and I suggest members 
might make notes as we go through the report. 


Mr. MACDONNELL: I notice that a year ago we read the report section by 
section. Now, if Mr. Gordon feels the other way is desirable I do not wish to 
raise an objection. 


Mr. GorpDoN: The reason for my suggestion is I thought last year there 
arose as we went through the report quite a number of questions that were 


- answered in later parts, and I thought it would be better if you had the whole 


report before you. I amin your hands. Where any member of the committee 
feels there is any special point he would like to stop at, I am in your hands. 


The CHAIRMAN: Gentlemen, do you agree with Mr. Gordon’s suggestion 
that he should read the entire report, and I will after that call a section at a 
time for questioning. 


Agreed. 


Mr. McLureE: I wish to say that I have always admired the design and the 
way in which the Canadian National Railways report is put out and this year 
I notice in the press several articles against the very expensive report. I do 
not agree. I would like to congratulate the designer of the set-up of it. I 
_ think his name is Mr. Lash. 


« 
ee 
| 
q 


Mr. GORDON: He is our director of public relations. 


May I proceed first with the letter of transmittal on page 5 addressed to 
the minister? 


\ 
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CANADIAN NATIONAL RAILWAYS 
MontrEAL, February 25, 1953. 


DONALD GORDON, 
Chairman and President. 


The Honourable LIONEL CHEVRIER, Q.C., M.P., 
Minister of Transport, 
Ottawa. 


Dear Sir: 


On behalf of the Board of Directors, I submit herewith the Annual Report 
of the Canadian National Railways for the year 1952. 3 

For reasons which appear in the text, the onminal surplus resulting from 
the year’s operations cannot be regarded as adequate, or satisfactory. Never- 
theless, the passage of the Canadian National Railways Capital Revision Act has 
dealt with the problem of excessive fixed interest charges which have hitherto 
obscured the real contribution made by Canadian National to the economic life 
of the country, and in consequence the more fundamental issues are thrown into 
sharper relief. 

The Management is pleased to record its appreciation of the loyal and 
effective services rendered by officers and employees throughout the organ- 
ization. . 


Yours truly, 
D. Gordon. 


” 


REVIEW OF FINANCIAL RESULTS 


1. The following statement is a summary of the Consolidated Income 
Account which appears on page 24: : 


Per cent 
1952 1951 Change 
Operating Revenues ....... $675,219,415  $624,834,120 8°1 
Operating Expenses ....... 634,852,915 580,150,221 9-4 
Net Operating Revenue .... $ 40,366,500 $ 44,683,899 aes 
Taxes, equipment rents and 
other income accounts . 16,061,052 12,900,780 
Available for interest and 
GgVINSNds + otra hres Petes $ 24,305,448 $ 31,783,119 
Interest charges ©. .2%-'. 24,163,121 46,815,115 
Pcome Cenc ec ake ee e $ 15,031,996 
SENDS i soe e chs cee ere ae $ 142,327 


If I may be permitted, I suggest the review of financial results shown in 
the figures be accepted as read? 


Agreed. 


ea 
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2. Increased operating expenses due principally to high wage rates more 
than offset a gain of 8:1 per cent in operating revenues during 1952, and 
despite the attainment of a new record in the volume of freight traffic, net 
operating revenues declined by $4-3 million compared with 1951. After taking 
account of the changes made by The Canadian National Railways Capital 
Revision Act, 1952 (described on page 13), which had the effect of bringing 
the ratio between fixed interest-bearing debt and equity capital to a basis 
more nearly comparable with that of other large railways, there emerged -in 


‘the final outcome a very modest surplus to be paid as a dividend on Preferred 


Stock. 


3. Even this small surplus was only made possible because of a non- 
recurring credit to operating expenses of $3:1 million, and because of the fact 
that 1952 accounts were not charged with a retroactive wage settlement of 
$4-5 million, granted to trainmen and firemen as from April 1, 1952, on which 
agreement was not reached until February, 1953, after the closing of 1952 
accounts. 


4. Allowing for these two factors, there would have been an income deficit 
of nearly $7,500,000. Nevertheless, this deficit could also have been met had it 
been possible to obtain, within the year 1952, consequential increases in freight 
rates and other charges following a major wage settlement with non-operating 
employees signed in December and retroactive to September, 1952. Despite an 
emergency hearing and action by the Board of Transport Commissioners the 
Railway was faced once again with the impossibility of recovering its revenues 
on a retroactive basis to meet wage adjustments which reach back into the 


past. 


5. In order to obtain a perspective of the 1952 results it is useful to make © 
a comparison with 1928, the last year (apart from the war years 1941-45 
inclusive) in which Canadian National reported an income surplus. Broadly 
speaking, the cost of railway materials and labour has moved forward in step 
with the general level of prices and wages during the intervening period, but 
railway freight rates have not. Over the past twenty-five years the average 
hourly earnings of Canadian railway employees have more than doubled, while 
the general price level as represented by the index of wholesale prices has 
shown an increase of over 80 per cent. In strong contrast to this pattern, the 
price of Canadian National freight services, as measured by the average revenue 
per ton mile, has risen by only 38 per cent. Freight revenues, it may be 
observed, generally account for at least three-quarters of gross System 
revenues. 


6. In the face of this divergent trend of cost and rate levels, it is not 
surprising to find that the System ratio of operating expenses to operating 
revenue has worsened from 81°99 per cent in 1928 to 94:02 per cent in 1952. 
Indeed, were it not for a remarkable increase in efficiency of the Railway 
machine, having regard to the higher traffic levels, the financial results for 
1952 would have been vastly different. The benefit of this over-all improvement 
in productivity amounts to many millions of dollars; all of this and more has 
been passed on to employees and the users of Railway services. It is repre- 


sented. on the one hand by increased compensation, and on the other by the 


lowest average level of freight rates to be found in any country in the Western 
world. 
Mr. MACDONNELL: Does that include all countries? 


Mr. Gorpon: It includes all the countries with our standard of living and 
general outlook towards life. 
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7. The spread between the prices of Railway freight and passenger services, 
and the average prices of all other goods and services (which have a direct 
impact on rail expenses) has been particularly marked in the years following 
1939, and for this reason the comparative price movements have been set out 
in chart form on page 10. 

I think it might be useful if the committee took a glance at page ten when 
you will see on the lefthand side a chart showing how the gap between whole- 
sale prices and the average price of freight service, the black line underneath, 
has widened steadily. The white line is the curve or chart of the wholesale 
prices and the black line shows the extent to which the revenue per ton mile 
has risen since 1939. : 

You will notice it starts at 1939 and it shows a 43 per cent increase. 


Volume of Freight Traffic Ae 


8. The volume of freight traffic handled in 1952, as paitated by revenue 
net ton miles, exceeded by 5:5 per cent the record established in 1951. This 
- measure of outputs is the product of the tonnage carried multiplied by the. 
average distance over which the traffic moved. Revenue tonnage amounted 
to 90-1 million tons, an increase of negligible proportions, but with an increase 
in average haul from 407 to 427 miles the total output of ton miles rose to 
38-4 billions. 


9. Changes in the character of tonnage handled during 1952 had an adverse 
effect on the revenue yield of the record volume of traffic. Practically all of 
the commodities showing major increases were in the low-rated category, the 
heavy export grain movement being subject to the statutory Crowsnest Pass 
rates. Conversely, the majority of commodities moving in decreased volume, 
with the exception of pulpwood and bituminous coal, were in the higher-rated 
category. 


10. Specifically, the increase in grain traffic amounted to nearly three 
million tons, or 25 per cent, this being due to the record harvest as well as 
unusually heavy movements throughout the year resulting from the large 
carry-over of stocks from the 1951 crop. Substantial increases were also 
recorded in gravel, sand, stone, and cement, reflecting a high level of activity 
in the construction industry.. Heavier movements’ of crude and fuel oil, gaso- 
line, machinery, and ores and concentrates, resulted from the steady rise in 
activity in the petroleum and mining industries. 


11. The greatest decrease in tonnage occurred in pulpwood shipments, 
which declined by more than one million tons, or 15:2 per cent, as paper mills 
drew on stock piles accumulated throughout 1951 and early 1952. Other 
important decreases were shown in bituminous coal, lumber, wood pulp and 
paper products other than newsprint, as a consequence of market conditions. 
Restrictions imposed by the United States Government following the outbreak 
of foot and mouth disease in Saskatchewan were the major influence in a 
decline of 9-8 per cent in animal products. Steel shortages, leading to curtailed 
production, resulted in lower traffic in automobiles and parts on the subsidiary 
Grand Trunk Western lines. Other miscellaneous and manufactured com- 
modities, together with less-carload tonnage, also showed decreases compared 
with 1951. | 


Freight Rates 


12. The following are the more important freight rate changes authorized 
by the Board of Transport Commissioners during 1952: 
1. Effective February 11, 1952, a 4-46 per cent increase brought about 
by substituting 17 per cent in place of the 12 per cent increase granted 
on July 4, 1951. 


_ Crowsnest Pass rates on grain and grain products. 
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2. Effective May 1, 1952, the railways were required to apply, on 
traffic moving over the so-called “bridge” territory between Eastern and 


‘Western Canada, general reductions of 2-53 per cent on the basic rate and 


5°8¢ per hundred pounds with certain exceptions. This Order was issued 
pursuant to legislation arising from recommendations of the Royal Com- 
mission on Transportation, as referred to in the last Annual Report. The 
railways are permitted to seek a compensatory subsidy from: Government 
up to an aggregate amount of $7 million per year for both major railways. 


3. Effective May 2, 1952, an increase of 15 per cent on international 
and related traffic in lieu of an earlier increase ranging from 6 to 9 per 
cent which had been made effective on August. 28, 1951. These Orders 
followed parallel action by the Interstate Commerce Commission in the 
United States. 


4. Adjustments were authorized in Schedule “A” class rates in Eastern 
Canada, in export and import class rates between Eastern Canada and 
Atlantic seaboard ports, and in domestic grain rates applying within 
Western Canada. : 


o. Effective January 1, 1953, a general increase of 9 per cent with 
graduated increases of from 10 to 20¢ per ton on coal and coke. This 
award followed an application by the Railway Association of Canada for 
a 9 per cent increase calculated to recoup, in respect of employees engaged 
in freight and passenger services only, the additional cost arising from the 
wage settlement with the non-operating group effective September 1st. 
It was stated that the applicants would give further consideration to such 
increases in rates and tolls for other services as might be practicable with 
a view to recovering the balance of the additional wage expense. 


13. In all of the foregoing awards no charge was made in the statutory 


14. The net result of the foregoing changes in rates effected in 1952, and 


changes in the composition of freight traffic as described in the preceding section, 
was a modest increase in the average revenue per ton mile for the System. In 


1952 the unit revenue amounted to 1.397¢ compared with 1.369¢ in 1951. 


15. At the time of writing this Report there was pending a decision by 


the Board on an application by the Railway Association of Canada for a general 
increase of 7% with graduated increases of 10 to 20¢ per ton on coal and coke. . 


16. Studies under the General Freight Rates Investigation, directed by 


Order-in-Council P.C. 1487 of April 7, 1948, were continued during the year 
with a particular emphasis on rate equalization. On December 12th the Board 
issued a Judgment specifying a uniform scale of mileage class rates for applica- 
tion between points west of Levis, Diamond and Boundary, Que., and tentatively 
set January 1, 1954, as the effective date. The Board’s stated purpose in 
specifying this scale was to provide something concrete to be examined during 
public hearings which will be held in various parts of Canada during 1953 on 
the general subject of equalization, which involves, among other things, 
consideration of the revisions to be made in the Canadian Freight Classification. 


Passenger Traffic 


17. Various fare adjustments and increased patronage combined to raise 


passenger revenues by 2°1% to $48,466,128. Heavier military travel more 
than offset the decline in immigrant traffic which occurred in the latter half 
_ of the year. The total number of passengers increased by 8:7% to 18,832,815, 
_ but since the average journey declined markedly, the total passenger miles 


rose by less than 2%. 
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18. Moderate increases in certain minimum and competitive fares, together 
with higher mininfum charges for sleeping and parlor car accommodation, 
were put into effect’: during the year. : 


Express Traffic 


19. Increased rates accompanied by a record-breaking number of express 
shipments accounted for an increase of nearly 17% in express revenues com- 
pared with 1951. 


20. The increased charges were applied principally to special commodity 
tariffs and to the standard rates on small shipments of less than one hundred 
pounds. The number of express shipments handled during the year amounted 
to 24,548,248, showing an increase of nearly 6% above the previous record 
established in 1951. 


Communications Traffic 


21. Communications revenues rose by 15:3% to a new peak during 1952, 
as the result of higher message rates and a substantial increase in the volume 
of private leased wire business. Increased rentals for teletypes and associated 
equipment contributed in lesser degree to the higher level of earnings. 


22. Following the wage settlement with the non-operating group, in 
which Communications Department employees were included, tarifs were filed 
with the Board of Transport Commissioners increasing message rates by an 
average of 10:9%. These tariffs were approved to take effect on February 1, 
1953. 


Operating Expenses 


23. Increased wage rates constituted the major factor in raising the 1952 
level of operating expenses to an all-time high. Higher prices for materials, 
increased pension cost, and other expenses related to the additional traffic 
volume also contributed to a total increase in expenses of 9:4% over the 
previous year. 


: 24. A non-recurring credit to maintenance expenses of $3-1 million resulted 

from the closing out of a reserve for amortization of defence projects which 
had been accrued during the war years in the expectation that certain capital 
projects initiated to meet defence requirements would be a burden on the 
System during normal peacetime conditions. Post-war events have so altered 
the circumstances that the reserve is no longer necessary. 


Employee Compensation 


25. Compared to 1951 the additional pay roll costs arising from higher 
wage rates amounted to $22-:3 million. Of this amount $8-4 million was 
attributable to the impact throughout a full year of the forty-hour week, 
with maintenance of take-home pay, introduced on June 1, 1951, as part of an 
earlier settlement with non-operating employees. 


26. The major wage settlement made during 1952 emerged from negotiations* 
conducted with a committee appointed by seventeen railway unions repre- 
sentative of the non-operating employees, whose two-year contracts expired 
on September Ist. Based on the award of a Conciliation Board under the 
chairmanship of Mr. Justice R. L. Kellock, the final agreement, dated Decem- 
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ber 19th, provided for an increase of 7% and 7¢ per hour (averaging 12°4% 
overall) retroactive to September lst, and an arrangement for the check-off 
of union dues. The cost of this settlement for 1952 amounted to $9,657,000. 
On an annual basis the estimated cost will be $29 million. 


27. New agreements were signed with locomotive engineers and conductors, 
awarding wage increases ranging from 11% to 114%. Other settlements made 
during 1952 affected smaller groups of employees covered by eight agreements. 


28. As the year, ended, two disputes, arising out of negotiations begun in 
February, 1952, with.representatives of the trainmen and firemen, were under 
consideration by two separate Boards of Conciliation and Investigation. 


29. On January 5, 1953, the Board dealing with the trainmen’s case issued a 
majority report, which was accepted by the railways, recommending a 12% 
wage increase with certain changes in working rules. The rejection by the 
trainmen’s organization of this report was coupled with a notice to the railways 
of intention to strike on February 2nd failing a settlement of the dispute. 
Negotiations were conducted in Montreal between January 19th and January 
28th, and resumed in Ottawa at the direct request of the Prime Minister. On 


January 29th agreement in principle was reached, to be followed by further 


negotiations, on the basis of a 12% increase (later made retroactive to April 1, 


1952) and a forty-hour week for yard service employees effective October 1, 


1953. 


30. A settlement with the firemen’s organization was reached on February 
10, 1953, providing for a 12% increase retroactive to April 1, 1952 and a 
further increase of 1% for yard service employees effective February 16, 1953. 


31. On May 23rd the United States Government returned to ownership 
control all railways in the United States, including subsidiary lines of the 
Canadian National, which had been taken over under an Executive Order 
dated August 25, 1950, because of a threatened strike at that time by operating 
trades employees. Agreements subsequently made between the Carriers’ Con- 
ference Committees and employee representatives brought the dispute to a 
final conclusion in May, 1952. 


Prices 


32. It is estimated that increased prices for railway materials added 
$11-9 million to operating expenses in 1952. During the year the prices of a 
wide range of miscellaneous items declined, but the prices of such major 
items as ties and steel products continued to rise. 


Taxes, Rents and other Income Accounts 


33. The net debit arising from this group of accounts, as set forth on 
page 24, showed an increase of $3:2 million compared to the previous year. 
This change is largely explained by the inclusion of $4:5 million of non- 
recurring credits in the 1951 accounts; by a gain of $1:8 million in United 
States and Sterling currency transactions due to a further appreciation of 
the Canadian dollar; and by an increase of nearly $800,000 in municipal and 
other taxes. 


Hotel Operations 


34, Both gross revenues and expenses from the operation of nine Canadian 
National hotels and three summer resort lodges increased to record heights 
in 1952, producing a net result slightly less than in the preceding year. 
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35. Gross revenues amounted to $9,291,444, reflecting an improvement in 
revenues at year-round hotels due to increased room and meal prices. Reve- 
nues from Jasper Park Lodge decreased by $178,000 as a consequence of 
the destruction of the main building by a fire of undetermined origin on July 
15th. Despite this disaster the Lodge was kept in operation by various expedi- 
ents for the balance of the season, and with such success that total patronage 
for the year showed a decrease of only 25% compared with 1951. The number 
of guests accommodated at the year-round hotels declined slightly to 607,436. 


36. Total operating expenses increased by 1:1% to $8,755,935, due prin- 
cipally to selective wage increases effected locally at each hotel and summer 
resort. 


37. Retirement accounting, in which the book values of assets are charged 
out to operating expense at the time the assets are taken out of service, is the 
- procedure followed in respect of the Canadian National Hotel Department. 


38. The net operating income from Hotel Department operations for the 
year amounted to $535,509, compared to $588,485 in the preceding year. The 
former amount would be reduced by $279,270 if, in lieu of retirement account- 
ing, straight line depreciation were applied on a current basis using a rate 
of 2%. Whether or not depreciation accounting should be introduced will 
be determined as part of a policy review of those accounting procedures which 
are most likely to give a realistic picture of operating results. 


39. The net operating income cited above makes no allowance for the 
capital invested in hotel properties, which at January 1, 1952, stood at $31°3 
million. To recover 3:61% on this investment, as a minimum rate of return 
representing the average interest cost to the System during 1952 of borrowed 
capital, would require a net operating income of $1,130,000. | 


Property Investment Account 


40. As shown on page 30, expenditures dtring the year on additions and 
betterments, less the book value of property retired or transferred, amounted 
to $124,956,219, of which $81,428,578 represented net expenditures on equipment. 


41. Major improvements to road property are dealt with under appropriate 
headings in the next section of this Report. 


42. New construction and improvements in System hotels made good pro- 
gress during 1952. At the year-end approximately 90% of the work was __ 
completed on the new wing of the Macdonald Hotel, Edmonton. At the 
Newfoundland Hotel, in St. John’s, the ballroom, the main dining room, the 
new laundry wing, and two of the three bedroom sections were completed 
and in operation. Work was well in hand on a new fireproof central building 
for Jasper Park Lodge, planning having started immediately after the old 
building was destroyed, with the objective of having the Lodge in full operation 
for the start of the 1953 season. 


46. As a consequence of these adjustments the proportion of total capital- 
ization represented by equity capital in Shareholder’s Account was raised 
from 34.5% to 67.2% at the beginning of 1952, and the proportion of borrowed 
capital was correspondingly reduced. ; ; | 


47. The provisions made for annual purchase of Preferred Stock by 
Government for a period of nine years up to and including 1960, and for the 
waiver during the ten-year period of interest on $100 million of debt, con- 
template that a review will be made at the appropriate time of the practical 
effects of the capital revision plan embodied in this Act. 
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Corporate Reorganization 


48. During the year a plan was devised for the rationalization of the 
Canadian National corporate structure, which presently consists of 79 in- 
dividual companies. The ultimate objective is the consolidation of as many 
as possible of these companies into perhaps ten major spre: entities. 
Financing in 1952 


49. Proceeds on the sale of preferred stock to Government in 1952 
amounted to $18,486,540. As shown on page 34, the net increase in borrowed 
capital, after debt retirements of $9,702,206, amounted to $97,164,590. 


REVIEW OF OPERATIONS 


Operating Performance 


1. The most notable feature of the 1952 operations was the continued 
improvement in freight train performance resulting from the increased use of 
diesel locomotives, which accounted for nearly 23% of the gross ton miles 
produced during the year. Freight trains handled more tonnage per train 
than in any previous year at an average speed equal to the previously recorded 
peak, establishing a new high of 30,002 gross ton miles per freight train hour. 


2. Other aspects of the year’s performance are worthy of mention. The 
average on-time record of principal passenger trains was better than in any 
year since 1941. Utilization of diesel power was maintained at a high level. 
Utilization of steam power showed some decline, but no more than was 
anticipated because of its gradual displacement by diesel power and the 
relegation of steam engines to lighter traffic runs. Freight and passenger car 
utilization was maintained at a higher level than in 1951, despite the ad- 
ditional equipment acquired and the greater number of cars on line. In fact 
freight car utilization was better than in any year since 1945 when wartime 
carloading regulations were in effect and the longer average haul permitted 
better mileage per car to be obtained. 


3. In order to present a consistent basis for comparison the foregoing 
figures exclude the Newfoundland District. 


Equipment and Research 
. Motive Power 


4. Plans for the selective introduction of diesel power were progressed 
during 1952 by placing in service 115 diesel locomotive units. As shown on 
page 38, this brought to 395 the total number of units on hand at the year 
end. 


5. Regarded from the standpoint of service assignment, the five-year 
dieselization programme as projected through 1956 is made up of four com- 
ponent parts, covering the use of diesels in through freight, switching, way 
freight, and passenger operations. By the end of 1952 the programme for 
switchers was 20% complete, and the programme for road diesels (used in 
through freight service) was 34% complete. This pattern was based on the 
underlying principle that the type of diesel power acquired and its assign- 
ment in service, should be scheduled so as to yield the optimum return on 
investment. Studies have shown that, generally speaking, the greatest eco- 
nomies are derived from the initial stages of dieselizing through freight and 
switching operations, and for this reason the programme in respect of way 
b freight and passenger service was not started in 1952. 
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6. Other technological developments in the motive power field continued 
to be watched during the year. Visits were made in the United States and 
Europe by technical officers of the Company to the scene of operations and 
research concerned with the gas turbine and the use of locomotives employing 
mechanical drive. While the results observed to date do not call for modifica- 
tion of present plans, the Management’s long range policies do allow for the 
factor of obsolescence and leave scope for promising new developments in the — 
field. 


”". The conversion of 35 steam locomotives from coal to oil-burning was 
completed in 1952, thereby advancing a programme aimed at achieving the 
economies obtainable from using crude oil close to sources of supply in 
Western Canada. | | 


Freight Equipment 


°8. The use of roller bearings on freight car equipment was introduced for 
the first time late in 1952 with the appearance in service of six 50-ton flat 
cars adapted for the rail movement of highway semi-trailers between Mont- 
real and Toronto. This type of operation involves high speed movement under 
competitive conditions which place particular emphasis on regularity of serv- 
ice, and the schedules are such that it is possible to obtain a high degree of 
utilization of equipment. These are among the factors which combined to 
make a special case for the experimental use of roller bearings, despite the 
higher initial cost compared with standard journal bearings. Policy in respect 
of a wider application to freight equipment will depend on the results of 
analytical studies currently in hand. 


Passenger Equipment 


9. Both higher speeds and riding comfort are involved in considering the 
use of roller bearings on passenger-carrying cars. The decision has been 
taken to so equip all new passenger cars and all air-conditioned dining cars. 
The same policy applies to cars selected for modernization in Canadian Na- 
tional shops, thirty-six of which were completed in 1952. 


10. A number of economy features were introduced into the specifica- | 
tions for new passenger equipment ordered in 1952. Four instead of six- 
wheel trucks have been adopted as standard for all new passenger-carrying 
cars; excellent riding qualities and the safety factor will be assured by the 
use of truck assemblies of a new design embodying the latest type of shock- - 
absorbing gear. In addition, wherever practicable, specifications call for single 
instead of double vestibule cars, thereby making more passenger accommoda- 
tion available in each car. Generally, in respect of layout and materials used, 
the new cars have been designed to provide for the most efficient use of space 
consistent with modern standards of comfort and convenience for the pas- 
senger. 


11. Encouraging results have been obtained fromthe use in branch line 
service of a reconditioned and modernized diesel railcar and two matching 
trailers, and immediate plans are being made to rehabilitate five power units 
for use singly or in combination with one or two trailers. 


12. Six new light-weight electric cars and twelve matching trailers for 
suburban operations through the Mount Royal Tunnel were delivered and 
placed in service during 1952. 
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Signalling and Track Equipment 


13. The installation of Centralized Traffic Control was completed on the 
Holly Subdivision, a 35-mile single track line between double track main 
lines at Pontiac ad Durand, Michigan. 


14. On the Kashobowie Subdivision, which handles heavy traffic including 
iron ore, two signalling projects were begun during the year. Centralized 
Traffic Control is being installed on the 106-mile single track section between 
Atikokan and Conmee, Ont., and automatic block signals are being placed on 
the double track between Conmee and Port Arthur, a distance of 36 miles. 


15. Work was continued during 1952 on a ten-year programme (1948-1957 
inclusive) for providing automatic block signals on the 512 miles of main 
line from Jasper to Port Mann, the operating terminal for Vancouver. In- 
stallation was well advanced on the 26 miles between Ashcroft and Spence’s 
Bridge, B.C., and brought to completion in February, 1953, at which time there | 
was a total of 185 miles of automatic signals in service in this mountain 
territory. 


16. Reflecting the accelerated trend towards mechanization of track main- 
tenance following the introduction in June, 1951, of a forty-hour week, 303 
power tools and machines were acquired during 1952. These units included 
8 mobile multiple unit tie tampers, of which there are now 19 in service. 


Communications 


17. Despite continuing delays in the delivery of new equipment an in- 
crease of nearly 42% in carrier channel mileage was achieved during the 
year. Further progress was made in mechanizing the handling of commercial 
message traffic, and the modernization of equipment used in broadcasting 
service was practically completed at the year-end. 


- Other Research 


Research activities were expanded during the year in connection with 


process and ee control of materials, and the development of Railway 


Sign 

A rust inhibitor to control brine corrosion was successfully developed and 
has been put into use in standard refrigerator cars. 

Advances were made in the scientific control of laundering processes, 
the use of textiles, and both ferrous and non-ferrous metals. Research has 


also entered into the field of reclaiming materials, and substantial progress 


has been made in the reconditioning of lubricants and the salvage and recon- 
‘ditioning of car springs. 

Experiments have been continued in the field of mechanical refrigeration 
in refrigerator car service, but as yet without conclusive results. The special 
type of self-contained air-conditioning, lighting and heating unit for passenger 
equipment developed in co-operation with an English engineering firm has 
advanced to the point where the equipment is now ready for installation in 
a passenger car. Tests will be conducted during 1953. 

An experimental lightweight refrigerator car, using aluminum and ply- 
wood for weight reduction and monel metal for resistance to corrosion from 
brine, is under construction. This car will use a novel type of lightweight 
aluminum foil insulation and will be equipped with a circulating brine system 
designed to give uniform, controlled temperature throughout the car. 
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Another interesting ‘research project hase been the development: of a 
specialized type of less-carload container for the transportation of fresh chilled 
fish and other similar products. This container operates on a novel principle, 
for which patents are being sought. 

The serviceability of passenger and freight car equipment was Bete main- 
tained during 1952. 

The basic inventory position in respect of freight car equipment was im- 
proved by the net addition of 4,785 units, as detailed on page 38. Shortages 
continue to be experienced, however, in certain types of equipment, such as 
refrigerators, which are used intensively in seasonal traffic movements. 


As explained in the previous Annual Report, steel shortages and defence 
priorities have stood in the way of substantial additions to passenger car 
inventory during recent years. In 1952 the total number of cars on hand actu-_ 
ally declined because of the retirement of old equipment, including 39 wooden 
coaches, of which there are still 481 in service. However, large orders for 
new equipment were successfully placed during the year, and engineering 
details are well in hand so that production can be undertaken in 1953. 


The condition of the roadbed, track and structure was improved as the 
result of work accomplished under the 1952 maintenance programme. In 
certain instances, however, the designed programme was not fulfilled because 
of supply conditions. This was particularly true of the rail-laying programme 
which contemplated the installation of 805 track miles of new rail; due to 
a persistent steel shortage and late deliveries, actual installation amounted to 
only 574 track miles. This is regarded as serious, and every effort will be 
made to remedy the situation as new rail becomes available in 1953. 


Terminal Facilities 


Further steps were taken during 1952 to alleviate the problem of con- 
gestion in yard and terminal facilities. 

Studies of the traffic flow through aratecic terminals were followed by 
revisions in the procedure of marshalling trains which have proved effective 
in expediting car movements. } 

At Mimico Yards in Toronto Terminals all major track extensions were © 
completed, and work was begun on a yard inter-communication system. 

Planning for the new hump yard to be constructed in the Cote de Liesse 
area in Montreal was advanced during the year, and a start was made on the 
acquisition of the necessary land. Concurrently, work proceeded in Turcot 
Yards on the rearrangement and extension of trackage required to handle the 
current volume of traffic. 

At Bonaventure Freight Terminals the four-storey office building, an 
extension to the inbound shed, and the shed office building were completed, 
and a contract was awarded late in the year for the foundations of a new: 
bonded shed. Work was progressed on a programme of extension and re- 
arrangement of the tracks serving Bonaventure freight sheds. 

The through extension of four stub tracks in Central Station, Montreal, 
was completed, and work on the extension of the sub-track area for express 
operations was continued. 

The adjustment of locomotive repair shop facilities was proceeded with 
during the year in order to meet changing requirements which stem from 
the dieselization programme. At Moncton and Point St. Charles (Montreal) 
portions of the shop space formerly devoted to steam locomotive repairs were 
converted to provide for heavy maintenance work on diesel units. For lighter 
diesel maintenance an extension to the electric locomotive shop in Point St. 
Charles and a new diesel shop building at Fort Erie were started during the 
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year. Modifications were also begun to roundhouses at Transcona (Winnipeg), 
Neebing (Fort William) and Campbellton for the accommodation of diesel 
locomotives. 


| Important additions to the facilities for maintenance of rolling stock were 
made with the completion in 1952 of a new paint shop at Point St. Charles, 
and a new wheel shop at Edmonton which will supply Western Region require- 
ments. ; 


In order to provide for a planned increase in iron ore shipments from 
the Steep Rock area, work was begun late in 1952 on the construction of a 
600-foot extension to the iron ore dock at Port Arthur. The new structure, 
estimated to cost $3.2 million, will double the handling capacity of the present 
facilities, and’ is expected to be completed in 1954. 


Coastal Steamship Services 


Two new vessels of the “Bar Haven” type, each of 1,138 gross tons, were 
ordered during the year for the Newfoundland coastal services. One vessel 
will replace the S.S. Glencoe, now fifty-two years old, and the other will be 
assigned to the east coast run to improve the service currently being provided 
by two small motor ships. Delivery of the new vessels is scheduled for the 
summer and autumn of 1955. 

Preparatory studies were undertaken during the year with a view to 
determining the most suitable type of vessel to replace the forty-two year-old 
S.S. Prince Rupert now operating in the Pacific coastal service between Van- 


couver, Prince Rupert and Alaskan ports. 


GENERAL 


Participation in Economic Development 


The continuing expansion of the Canadian economy in 1952 provided 
further opportunities for demonstrating the vital role played by Canadian 
National in the industrial life of the nation. 


At various centres across Canada 282 industrial spur tracks, totalling 68.1 
miles in length, were constructed by the Railway during the year. 


The technical advice of the Company’s industrial development officers was 
sought during the year by a number of firms planning expansion of their 
operations. Inquiries were received from American British and European 
interests as well as from Canadian firms. 


At Prince Rupert, work was commenced late in 1952 on the construction 
of a marine slip for handling rail carloads to and from barges being operated 
by the Alaska-British Columbia Transportation Company between Prince 
Rupert and Ketchikan, Alaska. As a preliminary phase of this project a 
temporary slip was completed in February, 1953, to permit the handling of 
through ‘traffic required for the construction of a wood pulp plant being built 
at Wards Cove, near Ketchikan. ; 

The conclusion of an agreement late in 1952 with the Burrard Inlet Tunnel 
and Bridge Company, providing for operations over the Second Narrows 
Bridge, and the completion of an arrangement for the taking over by Canadian 
National of National Harbours Board trackage on both sides of Burrard Inlet, 
has opened the way for the development of a new and large industrial area 


in North Vancouver. 
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New Branch Lines 


By the end of the year 98 per cent of the right-of-way had been cleared 
for the 150-mile branch line which is being built from Sherridon to Lynn 
Lake, Man. Rail was laid to Mile 54.2, just north of the Churchill River where 
the three channels have been spanned by steel bridges. It is expected that 
the line will be ready for operation by the end of 1958. 

Surveys were completed in 1952 for a new branch line of approximately 
46 miles from Terrace to Kitimat, B.C., where a large scale aluminum reduction 
plant is being built. Contracts were awarded for clearing and grading opera- 
tions and for the sub-structure of a bridge required to carry the line over 
the Skeena River. By the end of the year a start had been made on clearing 
the right-of-way. Present schedules anticipate completion of the line in 1954. 


Economic developments in the Chibougamau area of Northern: Quebec, in 
the Gaspe Peninsula, and in New Brunswick have been under observation 
with an eye to the possibility that further growth ee warrant the provision 
of rail service. 


St. Lawrence Seaway Project 


Preparatory studies were continued during the year for the co-ordination 
of Canadian National facilities with the planned power development and 
navigation works of the St. Lawrence Seaway project. 


Highway Competition 


Two innovations in freight handling methods were made in 1952 with a 
view to providing better service on merchandise traffic, which is highly com- 
petitive as between road and rail carriers. 


The ‘Highball Merchandise Service’, inaugurated on Canadian lines in 
November, 1952, provides for the placarding of all less-carload merchandise 
cars with a distinctively coloured label which readily identifies this traffic 
for special attention. This method has resulted ina she te) improvement in 
service and will continue to be used. 


An experimental service using railway-owned truck trailers loaded on 
specially equipped flat cars was introduced on December Ist in merchandise 
freight service between Montreal and Toronto. In this operation the trailers 
can be loaded at the shipper’s door, hauled by truck-tractors to special ramps 
for loading on rail flat cars, and on arrival at destination be delivered directly 
to the consignee. Improved service and reduced handling costs are the 
advantages offered by this technique, although its use will be limited to situa- 
tions where the traffic movement in each direction is reasonably balanced. 
The results obtained during the trial period have been encouraging and further 
expansion is contemplated. 


Co-operation Under the Canadian National-Canadian Pacific Act, 1933 


Joint studies aimed at the achievement of co-operative economies, and 
concerned with subjects mentioned in the preceding Annual Report were 
continued during 1952. 


Studies aimed at effecting a greater degree of standardization between 
Canadian National and Canadian Pacific in respect of rolling stock were 
advanced during the year, and a joint committee was formed to deal specifically 
with this matter which, although it does not come within the scope of the above 
mentioned Act, is concerned with co-operative economies. 
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During the past few years it has become increasingly clear that, despite 
a generally harmonious background and tradition of good-will, the wage 
bargaining aspect of relations between the railways and representatives of the 
organized employees leaves something to be desired. 

The Management believes that a condition of recurring crises is detrimental 
to the best interests of employer and employee alike, and highly undesirable 
from the standpoint of the general public. Accordingly we have commenced 
a broad survey and review of the attitudes, practices and procedures which 
have grown up on either side over the years. Our aim is to examine objectively 
and in the light of modern conditions the whole context of labour management 


relations, having particular regard to the mutual responsibilities which devolve 


upon officers of the Railway and of the unions. 

During 1952 further attention was given to the development of systematic 
procedures for the selection, training and promotion of employees. 

A more extensive programme of on-the-job training for employees in all 
departments is under preparation. Steady progress has been made during 
the year in training employees in the operation and maintenance of diesel 
locomotives, personnel displaced by the diminishing requirements of steam 
locomotive maintenance being given every reasonable opportunity to adapt 
themselves to the new skills required. 

As in most other firms, the effect of depressed conditions in the 1930’s, 
when promotional opportunities were rare, has become evident in the lack of 
a broad background and experience among those who would normally be 
considered eligible for promotion to senior positions. The problem is acute 
because of the vacancies created by the unusually large number of retirements 
that have occurred in the recent past and are anticipated in the next few 
years. To provide a means for the development of administrative and executive 
capacity, a six-week Staff Training Course has been planned for the summer 
of 1953. This initial undertaking will break new ground, and the results will 
be carefully watched with a view to determining future policy. 
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CONSOLIDATED INCOME ACCOUNT 
1952 
Railway Operating Revenues— 
Pretest cal COA ie ad A er ONL S a o/s ec GA AiR ae Rao eK $536, 723, 241 
WASSOT OT Ee hse Sis nde ate Jo whee she RR aE UA i RCH DPN eR Oo hea cs) eter 48, 466, 128 
Wiad (ae fe Ne el SP RC A aps (ate ee ta BOM te se eI Va aR 7,907,232 
Express departments 272...) be vim alate Five \adlehn omnes dihte ns © oe nee oe Be 35, 820, 500 
Communications department. sree yy i o)4 ol cin pial lw otaleespine eben, ode (si yeie eee 13,870,000 
ATP Ob Rrer (eine te ae nil hake be en yA amg UL SEIN gle ee Ue eta RL ems Rte 32,432,314 
Total operating revenues...... We hd «5 or es a Whe alee Ua teres epee $675, 219,415 
Railway Operating Expenses— 
Maintenance, OL Way and structures i cs) h.o0 Lee wings eens $121, 363, 896 
Maintenance Of EQUIPMENT Gy cena m ins pace coi: Cn Ihe a aie 2 et cota vera: ie 145, 533, 632 
Der EEA Oss Bh HR ae aoe OT RIC TR To ar eB sels OM atta ehh toa aa a ee 11,192,183 
PIPETISTHOF LAUR OMe akc is she Sle MESA Ph gi PR die Sic Slee gh eke hate pleat rEg 316, 482, 722 
Mascellancous Operations (y Uciicay ei wtae os ssp minle ash aisle Weal oso ne stra Eby gata lah 6, 422, 539 
UY PoE a PRAGA ROS eR ALI AC LNT STL 2 Os MEAN Mau Taal INET IL Ly ls Sd aby 33, 857, 943 
Total opcratinc expensesiacyrn ey yea se CA Oh rene Gta $634, 852,915 
Net Operating Revenues: iyi ic sya Ue ie hot onmralae $ 40,366, 500 


Taxes and Rents— 
PRATT WAY CAR QCCTUALS YS hah Saige an iat sana ait "die ctht de S008 abatamhe ts are eee 
Equipment rents—Net debit...2 1006. ope ee eee ee et ee ee al 
Joimntuachity renbs-— Net, debiy tou dea eta eles ck! he ene ee erent aia 


} 
AT otad Cakes ANC TORE Ih ele hee RE Ue ek talate Uculpett Wa ee mee menor we Ue 


Net Railway, Operating Incomes i tincy, eyau pe ele cote 


Other Income— 
Income {rom leasevohroaG.te de ule. ee Sbarro ase raetee vb lane Poe Moats 
Miscellaneous Pent ANGCOMe. focitis heel ye aera (ae tear leicts eletiche: Wits Pelielba sole en nateee 
Income from non-transportation property .... 00... ee ee ee ele eee es 
Results of separately operated properties... 2.2.0... 05... ieee eee ees 
Hloteloperating income 5 ay 74 Ph ooo hc ae A come aie epg tgck caste sls Dearaeas 
DUN ACL TIGL ATTIC OTING NL hicyebshn te ago SCN CRE wa HTL ELAC Se MRSRARCaS PS Her aa at te Mean 
PAPE TCS Ge 1 CORI eee ee en Da Tey AA OLR DE Rs he TR te eR ce aA 
WSCC LANEONS ANCORMOU ae tie te ULE ALANS t teh als mR oars Nore poe at Retnii i Ven ate ta 


WOOT DCLIID CONC saan he PIU adword oi tice ilksa een EWALD gee atte 


Deductions from Income— j 
Rent for leased roads...... adr a MAU DEN icy Welt Nace te lO UR eosin Aun cin ea 
Mirscellameous Ten tse cea uh cee yeh eects aed oeetn Ne rape ME SA ockek pi SUNS 5 BU oar ctes Bie 
THLOPORG O-ALTUH COCO GOD Eo oie ee ee eT EAE wits hls ah eka; « Gekey aetna 
Amortization of discount on. funded ‘debt:: 420. 2s cde nis ee teen - 
Miscellaneous INCOMe CHATIES...0 00a. Whale aiden ls: Sintela hte cts lk ike + eheete aly ms 
Profit and lose-— Net debit OF Credit.) sowie oe TC mame oe oeltied 


Total deductions Irom ANCOmMe, ye soe Base LL le tee Va 


Net Income Available for Interest PEP ROR SIME (Sik oA MP RC Tesh eh ee 

Interest Charges— 
Enterest On, funded Gebt-PUblGwin ou torres iste a9 w pe tates eee eae 
MAtSLrost ODM GOVernmeent loans: | cna aie iene ele ne cin tient nite cs tstaner aha tele atone ay 


Income deficit 
Surplus—Payable as a Dividend on 4 per cent preferred stock. 


Norse:—No income tax payable on 1952 surplus. 


$ 13,921, 243 


6, 529, 937 
420,996 


$ 20,872,176 


$ 19,494,324 


1,829,618 


$ 7,269,175 


145,144 
$ 2,458,051 


$ 24,305, 448 


21,848,906 
2,314,215 


$ 142,327 


1951 


$498 , 800, 344° 
47,475,661 — 
7,311,445 
30,670,031 
12,032,631 
28, 544,008 


$624, 834, 120 


$111, 560, 852 


, 185,319, 782 


10,429, 825 
291,366, 944 
6, 262, 293 
25,210, 525 


$580, 150, 221 
$ 44, 683,899 


$ 11,573,914 
7,172,396 
340,140 


$ 19,086,450 
$ 25,597,449 


$ 51,499 
1,109, 768 
476, 693 
1,079,385 | 
588, 485 
414,411 
2,242,019 
1,324,414 


$ 7,286,674 


$ 551, 554 
672, 809 

236, 287 

573, 602 
488 , 825 
1,422,073 


$ 1,101,004 
$ 31,783,119 


23,467,703 - 
23,347,412 
$ 15,031,996 


Maintenance of Way and Structures— 
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OPERATING REVENUES 
1952 1951 
Operating Revenues— ; 
BNET Gs Pied ek ie Pei) MEP EI Gela Sane) gio hw nama dR aM a) lke eae Ay elit ot Say adage (a $528 , 128, 689 $490, 290, 463 
Payments under Maritime ‘Froight Rates Act.. Oe Re eaAtas fat eet. 8,594, 552 8,509, 881 
ff EE HS RR ANS il at TA a abe A ST 48, 466, 128 47,475, 661 
Bee A A GS aot Peta a Ra Nl Sci ge MARR Na aM ds Weal ig ee eC: 157,198 156, 839 
STEM OW diet 8 LCE SU a A Eg a SO ce A a CEO AE o8 | 4,597,819 3, 928,087 
at lGr AOC CN A1E CAL ce a ea et ae MA Pee bel see ote le dere tle Sy ad 403,390 367, 699 
IV Tiegh Lean eee ee alee eae Reema reise Mintel TAP NSN MMO Rela ee NRK lh hao We is yal Sat Big 7,907, 232 7,311, 445 
Express department........ ie AM AE tia A ice a? A NN nn a ER 35, 820, 500 30, 670, 031 
PERF | ocala 40) Soc yc ple OCs) a1 ON fA eM EIA Sn. 488 liga a A al a pom or 758,739 501,836 
RHE PASHCMMEE EPA Grater ys bios) e se Oe ARERR me we UR git a ht 15,214 14,616 
i GBA teeth Heal Sebi ale Te, Ce RAT Pe ACTIN NON AT 33, ob Ua RRO CR RR a 492,096 500, 883 
SVAN ne aie ree oe FY Lin, CCU RR EAN SO ede Neg te UT Seale Al Ws 6 1 6,184,985 5, 564, 378 
AVA ET CLT AN SLOTS Meese eee Ga fens ae PRR Meiers Pleo sen tare lRRE ecitih Si, 1,967,514 1,789,914 
TITAATOY QA Te Ge olan Mit al)! cor A Cee nCL Ce), GueNA A NR Wie ie eres tg 3, 666,873 3,350, 658 
RMestauranue wae re eed PO ONG EECA RMN Kis mR Osa Woe Rte Aiea tae cleat g hs 357, 888 327, 897 
Station tramuned boat privileges. ioc iais ee ee reac hai vine ele 454, 682 425,966 
eT OITIS ee eed sd ore le CO ee MM DE ND Mig thetairo a mae wie at 75,194 71,299 
Siiluiez cdi ene? (Niel d 1: Segue geen RRA Riba AE ak (CY a ae On ay el coe ie tear AE 395,825 414,115 
Storage—Baggage A cate 8 A at Ad. La ira DMRS NE LPL GRAINY TEAL otter febur ab). 13 Wai 61,750 57,293 
bE VEU ip ets aft apr oe aR gO ea SUN see MAR NS “Lo a a Ra Se 2,486, 457 2,895, 635 
Cone MnICaAhlOns CepartMent ses bet ROP tent chal ty ka de eee Seca 13,870, 000 12,032,631 
etograpl COMMISSIONS. (UU Lyon tenn ate Rey Clee IN wiretap Mada Nhe 11,348 - 9,800 
CSAS LO ALOR Sora eo ee NNN Cp gi nat BAND AMMAN ST MBLC AAI MAA, ARG UIT RU 848, 230 743,901 
Rents of buildings and other-property ) Ye eon a i We pk oe 1, 075, 822 949, 665 
ALSO OL AOU Lee eer ee eee he ALOU AUN Cle Heme aa M es LAU Ae Re BEL 7,612,099 5, 664, 923 
Joint facility--Cr an We aA IN AT pee 2 te CNG SE os I ah Un ale A 938,115 934,178 
ORD ANOTHER LIT oh titi etek le wane a rapeile\ a peeen eM at hia ally toy eh an a cay aw Fae Ne ae 128,924 — 126,669 
$675, 219,415 $624, 834, 120 
OPERATING EXPENSES 
1952 ~ 1951 


PUDGIERGOTIC CHE Mil ire ned Gurren oaiet ue A suena alta NAMEN ste hes cooalenaey ares ahs S817, 622 $ 7,338, 085 
Roadway maintenance.......... Bai SM Na Sea RES Dae Me ea ON Ag 12, 787, 967 12,634,015 

OTe LUT BILITY Soe Cee tame ee cad sin Shahan ele ae lal, ante RUN alate es 216,100 168,119 
Bridges, trestles ae CLUEOE US ee eG RA Si poe ot Man) Sara VEEL AG 5,149,770 4,468, 840 

Pie ge aye BO Ia okt ASSURE hg OE MRE RLU aR, NICER. Cg Meg teae en a Ae aD ns 11,592,758 9,850,138 

ERR Siete etre meme es II Lee eed LIS. ie, ae PA Gentes Wie ath EERE Yan) Der en eae WRG 5, 858, 134 6, 834, 178 

CHEAT LEA CR ETINSCOTI Al oe ir latin crentant Va a Ser hs trata pln amie Uh lode, glans toa tas accra 75 345,313 5,717,921 

etd Vets reve rate tr ee ees en ate nee LN OL Rr aOR at Mavala ly Gaul hed pelle 2,303, 047 2,092,985 

Wr raek JA Vine ANCGUTEACIA@ core tacen A IC eS Nee en os a pee ie Meal 31,874,310 27,983,529 

MEH LOS- "SAO WAACUS AN CI SIL Hsia) yh le ee ePaeiade ieladielenaee tod helm Solara aban iris a 1,491, 007 1,189,421 

SPA tiOn UNG THICe, DUNLENS lube: oie c Liv au em py less sheconded «ina, aver Hieiatie. ae 5, 584, 485 5,079, 732 

ROR Wan yA PIC os eA tee E IN OSA RGF alk Sune, altace allah, il i 769,475 689, 424 

MVR T SLR CLOT ee ae ey a ade eet ag fm 2h cca MD Se EN alate 957,370 977,005 

Dart res Brea VEE ala ag tz vrei gp ROR AMID OUP YS pe gL AE ORI I eT 501, 188 462,412 

SU onsvanr penmane OMSES. aiid Homi. cok acta mbes Goosen WE lnlp cel ely HST + whe wagitete g Byeee? 4,086, 943 3,409,385 

OE ECONO EASES FOSS LIT tld Boke ere POR Up eA eet ami Ip MRS ER Ae PUR ern TPS EO 84, 543 80, 008 

UO RATE WAECIOIRS 2 ee a Ato ues ecu ese iene WEE ajelieh heiaet Seg abeiN ean a hed 1,734 3, 508 
Wihtatves anda ocksniwety: moe eae ome pues SS ety shales AORN Raa te EO 297 , 636 274,819 
Mein vaTIt Gat I VU OTIIS Te ik eee ioe UK aa eM Sid whe beic ie gw beac sehen eleaeam She 6, 886, 864 6,074, 769 

Signals ane ANGELIOCK OTS) 0) Lewes p54 1 dpae seice msatinele «8 ARS ON eT oe sce ee 1,971,025 1,896,862 

LB RE Gy OME a Me Na 0 SOAP Ue AR EEE DAC a CORR Ay 25, 556 29,125 
FePWOC-LHD ATI STON: SVSUCIIIG ante sy che tose ces antic mute cerahiuenedahe. eo Wy F p/cilaton + wlelent 407,851 433,868 

MES COLLATIOO USES DE UCL S Meee IRE Ere a hile Sustea Ree kad opeMeniata tebe. gown! te 27,780 7,568 

Road property—Depreciation— U.S. Lines...............2.-5 cere ees 986,791 963,614 

Toad property—- WevireMments. i keech wee ctor wie CN pebicnmed ocue dha 3,480,979 2,202,655 

Road way machiticn {0.5 ve eiG. ceo a 2 ROPE) ily We aa ed Keene P820.220 1, 504, 292 
Dismantling retired TOA Properly tae ects perso e nee Neaige ©, cueksr 397, 958 317, 388 
Amortization of-defence projectSs—CT. . a4 nc. ce ee et ene eee sel BY OBL OVOe ik ean coats aan 

Saal tO ar rRi DOLLS uh me pea ert Swirl Maeda silat fodleaahet eyes Wei sizer 1,999, 679 1,948, 665 
Removills snow. ce AWG, SONG. ee eee ww wie te Were e de Spek ns Her 5, 273) ool 5. 519,522 

| PUB GE AMPLOVOTONORUES fo. dee kee Ree catered Se tae ev idarces Sais Bho spent ot 812, 221 778, 943 
DUTICs LO POTSOUSE ase KAS aOR iene COD prem name mame se He eure say iie 958, 437 889, 531 

NGS UAT CORE Ee ee ey ieee ary Rus ate Mae oUt eps cach ok casas.) tert. toes Mla 228, 586 268, 557 

o eatONEry MU PLINEINL 0 noose He Se ele ee Peale Wh aes oS ole piel) wun a Deis 157, 056 139, 304 
PIG exe abe) Lia aik. . Roe a acme et bo pee na tietapd whe rey oalble Vee 61, 222 9,509 
Hewhtpl- war erpouncs) 2... Fp ue eee oh Pk oP oie APE pienso 96,702 84, 670 
3 Moeantaaning yoink taciities—— Dr er ie ee wy ye one Mine ee Lele ee ne se 1,593, 678 1,569,370 
. Maintaming jointtactliiess Cr Ye eee ee ne ny ee role pene horses 2,393,388 2,330,884 
$121, 363, 896 $111, 560, 852 


32 SESSIONAL COMMITTEE 


OPERATING EXPENSES—Continued 


Maintenance of Equipment 


SUperMmiLengdence s 4h ou at een tp cin ga, wea ae ree aCe Be ee a 
Shopunachinery—-Mepairs.. oreo eles 5 Wn Osha San pain Stamens Vane 
Power-plant. machinery-—Repairsien-.). ccs ay ss bee soe ierce oh ve aN 
Machinery—=Retinemen ess (acs ying wis sels hee ouan Rin as tel ede 
Machinery— Depreciation— U.S. Lines..............0.. REET a Mirade Mghs SO 
Dismantling retired. machinery. O57 oer. es ede en A SEN rn Geen Ly 
Heeam: 1ocomotives-—Repalrs: iver ise eh» bcbg Qow cn dom paeaaees 
OGHEL A OCOMIOET VeS*— REDAITS (a week ee ee or ei eo EON 
rere REetrain CALs FVOPalrs couse Oe nied wok d Gees 6,1 bao phe Uk toes 
Passenzer-train Cars Repairs ys .).u lair s4.c- wo o's, «Sl ounle Wate genus ie wea 
Paine eQuipment-— Repairs oer wie ree oa.snles wiki 2a shee aay Cee 
WrOrkequilpment— Repairs: ec jonas. oe lob hae ah ee ele ete mien 
Express department equipment—Repairs................00 0 cece eee eee 
Miscellaneous equipment— Repairs wie jc. eos desc s fede eke Cte arom 
Miscellaneous equipment—Retirements................0.00000% See ee: 
Dismantling rebired Equipments: oayeuws chs slew s eee oes tee 
PGuipMent——DepreciatiOn Janis is Wks Tikes sw eltht Beenie ah aenleike 
Express department equipment—Depreciation.................00.005- 
THIEPICS LO PETSONS Loses 8H We ine Bee a eis, a, cel ween eee 
GTO AICS aN yAN rane) oe Oy Seer ROR REIL DUR oe ch eau, eRe ae aches 
SSCA CIONEL V ATIC EID ULE, | 6 Oi ce Ge eR Leo ces wid ate Stas ed peas ems ae 
GUN SIeXDGhSeS hos hye ea IGEN ir | ES Ras Se gem aang 
Joint maintenance of equipment—Dr......... 6. eect nee es 
Joimt maintenance of equipment—CT.. 6: 26. ie 0 oe ss See ote 


Trafiic— 


IPOTMIDONU ONCE H.5 sry ergs Mh vies make odes Bue anit utah en coy rea aires 
Outsideiagencltes hte eet. Lie Ia ey ey | eee steam J, OMe itary tT 
PROT CT PESIIS ory ies ee ian aes a anata ede edie ne kts 5 PIMC AUR ER TOR. (ists eee ae 
tC ASSOCTA LIONS ty. Uri tata Dai ee ole. so tu gine BG PCNA RE, acne CE Pa 
PUsuMOnuery, and printing oe i skh ae oe oe CS ime ict te Ga age Se eee ae 
Incdusteiah and developrientse i720 Ss sds a RO ee testa eee basal cel RI 
CGlaiZAtLON GN GSTICUl ETE YS aoe eg aarti ee ee eels Metals ie oa coe 


Transportation— 


PEDCEIFICETCLONGOLIN, Susete areeebea ane WW) aca’ ponies WV gh paw a ay tcceini tats Ee RP Rs peek 
RPA OMINS GPAING) coer’ Beha Uekaltty ion RTS RR atk e MeKcabRS e Rieg D ee 
TAL GHLGIOV OSA. Tite cutis ncrks, boku \ Renin Late nce nba Cape gen ae etc ti ea 
Weighing, inspection and demurrage bureaus...............0000ee0 eens 
Coa And vOrelWiarVveseit?s cot fois tee Rees dalton 1 Me de Ma tenege vest Log 
SPALIOM SUPP OM ANd EXPONSES. ex's. calc tana a PC are tee oe Mie eta tee oe 
Yardmasters and yard clerks.......... ARERR ACY oe Bintan de tae Po MS 
Mar GOnductors Bnd wrakemeny soa vs aati ere Cs Cove tivation wees 
Wearhewitchrand signal tenders: si... 640 oe ames noch en ouels cen 
BROTEE CHOINCINOI A Ao LS intl. te het Mane k Saved tenement arenes aac reat ak hon te ae 
PHRF GLSWRCCHINO TUS I Cow We ta fae eile ere Wc Rie, hae tok aoe SS taah Me tee 
Ward Switchins power Proguced. » iu. Se cae hia Locale wee ba Dawes Shee 
Ward switching power purchased: i.s.4) You. Ve uiale ake cay mosh las 8 pee 
Water for yard. LOGOMOUIVERae f iheeion peice hore tat ars eyo wtmee 
upricants- forsyard locomotives ps iis <cbe. csdees hee: Aees aus Lite 
Other supplies for yard locomotrves ij. ; vss tes diese os ae se hs oe 
Bnemehouse exmensee-SY ard. iN il7 scene Cet have aks fe ida te CORES 
Warccslpplies and Ox DENSRS:..c 6h aw-Fy See MEG loccee Ay cree es thes anaes 
PA COP INOIMIOIE ori. aie teal eee aie, uh AEE oat el ORES He eae 
MRAP SOL s:'5. shes, Ch sxle sels MUG 4d, e arele ea ar OR Ed ag hiaes beste ae tie 
EPA DOWER PFOCUCEE Cyoie oss vats eae cna des Sa Sania e iMag a ONES oh oe 
Mira power purchased . hoodia fs Sitka Dae bee Sere ee he vole idee cvs oes 
Water ior zrain locomotivesox. 3 oy dd eau ea ce ein et hex ka Rovue erate 
arbrcants:iortrain JOCOMOLIVeS > siccaiguin es Gaeere inks book ees ene 
Pthersunples ior trait lOCOMOtIVeB, {fies ! those Oh) Ca dyke ae wien CH on 
BRMIne Ouse, OXPeNSES—— LTalh yd scp tech) Res he hies ae ili gales, Gaeta ate 
DEE GUAT VSIA MARC col, chat «sence cd dak WR cae tan ket DEPOT ent onan cata aa Rat Het a Ee 
LIvin- CuUDpUeS ANG. EXPENSES AU ars eee kia AP nee ON ae Eon eae 
MUVOTALANGRIOCDINS CATE AY,» ca!) Sol Aasaaiile seeps oe Aas eas Ean etn eee 
Signaliand interlocker Operation: Sec. cieaaw cs cae d+ > salt Dae Eee he 


1952 


4,422,577 


38, 953, 152 


3,835, 699 
45, 442, 568 
17,460, 733 

1,659, 419 

4,173, 588 

439, 349 
288, 160 


12,444. 
330,009 . 


23,215,889 


409,528 


$145, 533, 632 


$ 3,910,479 


4,325, 671 
1,416, 590 
229, 940 
642,480 
374, 185 
292,838 


$ 11,192, 183 


$ 6,923,970 


3,897, 405 
42,961,957 
174, 118 


9,275, 363 
15, 635, 247 
1,589,480 
11,047,299 
8,193,471 
33,720 
102,501 
213,177 
197,723 
142,065 


_ 8,707, 789 


385, 853 
26, 637,714 
54, 036, 313 

54,815 
162, 680 
1,977,854 
1,172,206 

721, 138 
12,066, 976 
31,142,582 
21,592,551 

3,854, 130 
1,043, 087 


Carried forward $262, 243,199 


t 


1951 


$ 2,913,755 


4,150, 423 
238, 399 
162,897 
76,431 

5, 862 
37,714, 654 
2,253,476 
40,774, 805 
17,482,277 
1,746,731 
4,085,473 
367, 387 
255,375 
21,421 
259, 987 


21,288, 394 


181,872 
785, 076 
354,277 
117,896 
» 40,263 
362, 187 
319,536 


$135, 319, 782 


$ 3,546,503 


4,179, 503 
1,317,215 
188, 095 
593, 347 
341, 289 
263, 873 


$ 10,429,825 — 


$ 6,549,007 


3,493,374 
39, 578, 843 
157, 563 
118, 626 
2,990, 517 
8,325,456 
15, 414, 304 
1,466, 736 
10, 711, 642 
8,510, 271 
31,830 
116, 286 
206, 395 
165, 803 
119, 402 
3,375, 084 
309, 161 
25, 253, 936 
50,826, 078 
21,173 
106,497 
1,818,073 
979, 688 
649, 806 
10, 654, 393 
29,923,881 
18,589, 919 
3,056, 299 
852,812 


$244, 422, 855 


RAILWAYS AND SHIPPING 


OPERATING EXPENSES—Continued 


Transportation— Continued 


Grosses PrOvectiOn s © sowengt sPoxes sahas PERE Maca Ts CS ae Weer gr SS Gee, ie 
RPE MCO MLO DCL ACEO UE tics 4s o's ald ase APACE NIE Tha Gs vanatewar wa hv ia Cuatemes 
Communication system operation............ TERR TE Phos Tee ee ED Se ee 
Operating Hoating-Cawipmen |e 4. is, sald Adee. ees 8 Soa stole glee eHiels » 
Press Cepartment OpeTAuiOn 4. suis.disneced maleate whos Sele Slovp awe, Mais on 8 
Ue AOMCE Ny AUC REM GINO nt ee ie Wide ally Wave eR itu oe Sates wk loo We pels We stele gins 
APRA OXPONSES lee aie dhs a ah) ss eps esata eile PUP RAR EM a wi cus ale gt Bash rec sn 
PTS OG Oie Me Ea eho ain RE go te ede Lenttene RR RAL ols Tolce Nusa ena A i estat 
ME OSETINE  WEGOM Boru Mk cit. ako Lie eee eT co Sis Da ual ioe et at be 
POA TENCE TOUT ODOTUNIE. or ok ius. « Lule aM seer Rat NaS lergh etalia dil dds, wieliac aia"y fess 
Damare to tvestock on right-of-way wie oo. seis ok Cais ee Aine Be oe aie ge 6 
Loss and damage—Freight............. RMT Rea MOAT clara Lok ne ai ge 
Loss and damage—Bagegage.......... LE HUN ReMPN NMAY aiad th elem AN EE SIN 


POMC DELSONS i (ui. ch. ak sea hte Ne Dene Rg see e ets cole vio aiiiacde udvsial acs 


Operating joint yards and terminals—Dr............. eee AR oat ity set as 
Operating joint yards and terminals—C7.................4. ey REN 
Operating joint tracks and facilities—Dr.w. 0. ee ee ewes 
Operating joint tracks and facilities—C7., . ee ce eee 


Miscellaneous Operations— 


Dining and WuLley: SCLVICE Wy. ua eiites Ae opera Akela e ara chs lave ate nat aay sale aa 
EOL LEAD UST e hi host aT a lone MOLL, i) REM MON la eh ceRe els af Obata Wie MEMS la er 6 
Cer aiT CLOW ALORS oak om cate koe Mer tire alae Schon wets Baie aude e ih ue ale emp As Bag 
Ofhep iy iseellancous OPeratlOnseacs 6 Mls ue oo ccllg a cee Wiese oidvedeee a0 pusias 
Operating joint miscellaneous facilities—Dr................ 0.02.00 00 


General— 
Salaries and expenses of general officers.............0 cee eet ee een ee ees 
Salaries and expenses of clerks and attendants..............00.e sees 
General offiice:supplies and expenses) 6 sre jeiid Sy a ea aes eb « 
DEO RO OUSES Meier ee Bie gas Cla Alain tite Weiter ti eae nae adil 6 anave Gt x ate 
citer Cie PALI Ment, CXDEISCA Teil aeks Slats Wag As alba willis sath wih od sug ones 6 a aile 
Pensions: ..... eee Se Tae ath eat gee Ben ie ea are DA Uae din SR) ete a Man a he 
Uae loMer vat war GE) renee shite seas bie et eid a iat aes et) Sues sumone vahes leigeata er EE 
BT NAP AT ION GX DDS Oc iain uae k coutte kA PCS sal wl simesal aa leg atte vel a les Me aoalse: Oty aera 
: DET OX CHSCs et he Lia oats sence tot ok oral Sane ihn aC cctnay eLe EUs oh ahaha "al eon bt oka ALN a 
4 CSN GEAE AOU DAC UII eI ee nie sc che Ss Zhe clase @ elehd. tiolebacy/s Qpeh ascie'd sherim Sutole 
j Seiler al HOM fACiLIbbOR CF ies ta, Ue Seale en MONT seed acai aly yatolennd Winns 


Brought forward 


33 

1952 1951 
$262, 243,199 $244, 422,855 
1,515, 443 1,423,771 
- 293,255 262,241 
11, 524, 650 10, 294, 736 
6, 154,397 4,889, 208 
2°, 238, 894 19,789,936 
138%; (ow 1,250,521 
2,961,586 2,071,450 
249, 907 287, 882 
1,059, 478 1,014,577 
208, 246 181,640 
94,957 80, 634 
3,045,975 2,824, 906 
10,145 9,059 
2,247,474 1,963,296 
2,699, 932 2,528,986 
2,850,912 2,749,796 
1,439, 024 1,513,750 
740, 687 692,708 
$316, 482, 722 $291, 366, 944 


$ 4,855,377 
341,740 
365,053 
462,830 
397,539 


$ 6,422,539 


$ 762,118 
10, 806, 672 
741,378 
614,191 
42,500 
19,716,514 
553, 005 
11,250 
501, 234 
124,837 
15,756 


$ 33,857,943 


o 


OPERATING EXPENSES AND TOTAL PAYROLL 


$ 4,816, 640 
335, 446 
307,783 
417,007 
385,417 


$ 6,262, 293 


ts 


$ 801,809 
9,912,021 
697,483 
548,465 

: 42,500 
12,320, 390 
465,903 
10,398 

308, 574 
118,165 
15,183 


$ 25,210,525 


1939 1951 1952 
j Operating Expenses— 
Total expenses — thousands es. ev citaliavisc fae jcn-iplelele sow eal V4.9 etwrdieidls $182,965 $580, 150 $634, 853 
PACA, OF FOL) GeV Clan ake Oa eid Ok ET © lek A eas wath aleve ie sore luug 0 Wag 89-77 92-85 94-02 
Distribution of operating expense dollar:— ¢ ¢ ¢ 
POLL He ee aed LT RL OTD levee eee MC Tater oianeh clatar en's tabecriian eva ena) ayaue at elallel ou 61-48 60-44 ' 59-75 
RCC RUCUES AAS At, ictus SON Ted er eore rr eees saan cata tah atile a Odie § Pe 29-58 29-91 29-87 
= UE RPS mera cyt ce WRN ht RBGNeT CyB dare hts) BO ROR eR PRON aoe PML Pg 8-94 9-65 10-38 
100-00 100-00 100-00 
_ Payroll— 
(Excluding hotel and subsidiary company employees) 
: Average number Of CEMPlOVees 3. Ge yeees caisctisee sae ed ede mers 78,129 121,199 127,930 
. Total payroll—thousands Sree ano 450 Sasha Sine ne cree ve Ui Sone SFO OOF $381, 654 $405, 541 
oy, Average PAEDINGS POTICMIDIOV GO Mew, detha Head's + <opiciwte gue aS a/els nes $° 1,566 $ 3,149 $5, 176 
i. 
Re 
g 
> -72990—3 
¥ Sats 
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PROPERTY INVESTMENT ACCOUNT 
EXPENDITURES YEAR 1952 


~Road— 


New lines constructed....:...:. Retr acest Sk Se ee ee re oe ee ee 
Montreal terminal. developments. ec. 5 306 60 Youle ws oe clqreale ele elsretetteras 
A baAnagned lines—-CTEUU iy voncik sabe ae Wise 2. cucleis sipcres Site Sia) Conlahe ote eneaneeed 
Hxils and fasheningss yikes Pre ace ies uke oie acefe nolo v Widih ae Mine eon eptene 
Tieplates and. Tall anchors. choise Lec 6 ie wie «oe peed ere biel anes wk oT 
5 RTD ENS A eyeaege TaN Bi ALTO OP agen leis 9.) 8S RA er de CREA OE OE IAD ok 
Large freight: terminals) cos ees cals ee 0.6 BeiSe » wigvonsr egies eee ta 
Ward tracks and SICIngS*) Mee Wigner wis aid Laseyh ee cepeteas wraisiaenes 
Al Wa Vs TOGO IMCS oor oye rate eater ogc eid “scales sheedicoye en @MalCL Une AR ee piety Et 
Bridges, trestlesiand culverte.. eer. wo es ae SIRS eel oe 
EMTALA Sete ee oa a EN IE ones EG ane bial sachet andlor ONS io & ieee Sana epee 
CLOSSINE POLE CEIOM, Ses kh We Matin «sia ee sh ine op oe da onelos wha ie contenant 
SEA tions And) etapion facilitiesiwt oy wre nc tas 5 ciog ac lease Siitnens tate cena eae 
WATE SUPPLIGS sh bien Hades NI Gels © Keb Ue a © ahve pent oe alaye Van iotal euro 
Shops, enginehouses and machinery / 2.455.000.6060 00.00. De che eee ee sees 
Automatic signals and interlocking plants......6./..5.2 0. Gece eee bee 
Qarmnatinics Hons. Gepartim Chbin eye sey ec oe sw bw. 9s ue Alster pre eleanor ae 
Stores department buildings and equipment.............. cece eee eeee 
General 


Sldapke Shehehic SAnCbL 6-6, 0. eke e,.0 6) 0c fe. 0/6 tOuG.s -070\'014 0100 (0.61010 1k BUS ene el egery lens» (sie eae ele 


Equipment— 
Equipment purchased or built... fis 5 as ook ee ae ee eda ele ele wows 
Equipment retirements—CTredtt. 00... ccc ccc cece ee teen e eens ees 
General betteriments to EQUIPMENT ees. ii 2 lo eho. nia gem les cee 
Equipment Conversions.) 220. re ie ce ede casos oe einwe vies cece cme 
Express and miscellaneous equipment.............s sees eter cere eens 


Ree Gb ee iain tte wk aia Se Fe Fe a Re tae eI TORY wet Rat ae ae gad 


Separately Operated (Rropertiescc o Mee aks Fo make ace nee ee Geto heath ene 


Netrexpend itures.c.o22) Swe SES Vues oe ie Seite ats aie Moods ee : 


$ 6,810,411 


2,425,319 
1, 415, 470 
2,118, 149 
3, 261, 493 
607, 052 
3,924, 664 
2,691, 013 
1,540,742 
1,581, 672 
182, 846 
473,981 
2,740, 704 
120, 405 
4,157,748 
1,570, 208 
6, 368, 604 
185, 879 
995,565 


$ 82,025, 662 


7,128,668 
5,015, 239 
981, 506 
534, 839 


eee eee cee ee ee eeeee 


Ce 


Capital investment of Government of Canada in the Canadian Government Railways— 


Transfer of prop erty—Credit 


Net increase in property investment account...............--405- 


Cece ereecersreececeeseo reese seesresseerseses esses ese 


ee eo re eevee 


i 


Total property investment account at 31st. December, 1952, $2,436,837 ,772. 


GOVERNMENT OF CANADA LOANS AND DEBENTURES 


PRINCIPAL AND INTEREST 


at 31st Dec. 1952 


Principal 
outstanding 


Liability January 1, 1952, after adjustments under Capital Revision Act, 1952:— 


Debenture issued under Capital Revision Act, 1952, maturing January 1, 

OTD Sea rls Talk ee RR Pee SF) Pa aR a Renee sete Rote tabard omnes aeneete e 
Advances for Canadian Government Railways Working Capital 1923.... 
33% loan Financing & Guarantee Act, 1951........6 6. cece cence cence ees 


Subsequent transactions:— 
Financing & Guarantee Acts— 
BE LORDS ACH ODL oy 2c cis wig eth walang Hla 6 «od pig wlth, sa aii has bagel hae 
S77 loans Act (No.2), 195 Li veee se aia db we cs «a apes Sen nipPee ek 
See NORTIR—— AOE, L952 8s, Lok ca aa Se tare oh alee a Wiel buale era eiayeiieg 
34% debenture, maturing Sept. 19, 1967—Act, 1952................4- 


Refunding Acts— 


Sr GnGans—A 6b, 1942 osc ob wah Solas oe elds sladoi,< 1655.0 Sm'g ale ele we Eo cuien 
BF %o LOANS —ACE, LOS Ls 5 Favs sale am bk > weiwuaibiaie jee cb /ew nue} ene sheeee k's gine ns 


$100, 000, 000 
16,771,981 
4,416,388 


$121, 188, 369 


17,333,940 

3,225, 924 
33,277, 000 
40,750, 000 


2,506, 623 
9,773,309 


$228, 055, 165 


$ 40,340, 985 


81,428,578 


3,102,810 
369, 116 
$125, 151, 489 


195, 270 
$124, 956, 219 


Interest 
accrued 
1952 


— 


$ 165,614 


578, 758 

94,010 
782,522 
449,925 


73,847 
169, 539 


$2,314,215 


RAILWAYS AND SHIPPING 


FUNDED DEBT—PRINCIPAL AND INTEREST 


Guaranteed by Government of Canada— 


Principal 
Rate Maturity Year issued and outstanding 
% (See note) currency in which at 31st Dec., 
payable 1952 
5 Perpetual G.T.R. Debenture Stock..... 1875 Sterling....... $ 1,016,092 
5 Perpetual G.W. Debenture Stock........ 1858 Sterling 499,709 
4 Perpetual G.T.R. Debenture Stock..... 1883 Sterling 5,446,491 
4 Perpetual Nor. Ry. Debenture Stock.... 1884 Sterling 22,591 
aed. 10;):1953 Can. Nor. lst Mtge. Deb. Stock 1903 Sterling 1,162,768 
33 July 20, 1958 Can. Nor. Ist Mtge. Deb. Stock 1910 Canadian 5, 246, 268 
Sterling — 390, 239 
33 May 4, 1960 C.N.A. 1st Mtge. Deb. Stock.. 1911 Sterling 550, 727 
34 May 19, 1961 C.N.O. Ist Mtge. Deb. Stock.. 1911 Sterling 3,597,518 
Sia late dss 1962 G.T.P: Ist Mtge. Bonds. ...... 1905 Can-US-Stlg. 26,465,130 
Ay. Jan. 1,5 1962 G.T.P. Sterling Bonds........ 1914 Can-US-Stlg. 7,999, 074 
Canadian National Issues:— 
5 Feb. 1, 1954 30 Year Guaranteed Bonds.... 1924 Canadian 50,000, 000 
42 June 15, 1955 25 Year Guaranteed Bonds.... 1930 Can.-US-Stlg. 48,496,000 
44 Feb. 1, 1956 25 Year Guaranteed Bonds.... 1931 Can.-US-Stlg. 67,368,000 
4t July 1, 1957 30 Year Guaranteed Bonds.... 1927 Can-US. 64, 136, 000 
38 Jan. 15, 1959 (a) 20 Year Guaranteed Bonds.... 1939 Canadian 35,000, 000 
3 Jan. 3, 1966 (b) 17 Year Guaranteed Bonds.... 1949 Canadian 35,000, 000 
’ 2? Jan. 2, 1967 (c) 20 Year Guaranteed Bonds.... 1947 Canadian 50,000, 000 
27 Sept. 15, 1969 (a) 20 Year Guaranteed Bonds.... 1949 Canadian 70,000, 000 
2% Jan. 16, 1971 (e) 21 Year Guaranteed Bonds.... 1950 Canadian 40,000, 000 
2? June 15, 1975 (f) 25 Year Guaranteed Bonds.... 1950 U.S. 6,000, 000 
PD OLA ate Were ie akan i een to Tele eee nn) $518, 396, 607 
Canadian National Serial Equipment Obligations 
22 Sept. 15, 1953 TTUSE Series ho es ean bon 1938 Canadian $ 600, 000 
Des, Deows by f95k MT pustinseries! (Rete. he 1947 Canadian 2,800,000 
a 2% Mar. 15, 1958 Trusty Series 6s Sono ereee. 1948 Canadian 16,800,000 
4 2? Nov. 1, 1958 LY USbISEPIOSn bees fee! BOW 1948 Canadian 12,900, 000 
4 2+ Mar. 15, 1960 Erust: Series! U7 ee es 1950 Canadian 16, 500, 000 
27° Jan, 2-15,11961 Priet Series Very os suse ties 1951 Canadian 11,475,000 
GAPS 28 SNA ca OM Ode CR NH GAN IAT NAS an RS $ 61,075, 000 
_ Other Issues 
4 Perpetual Can. Nor. Cons. Debent. Stk. 1903 Sterling $ 3,992,930 
4 Perpetual C.N.O. Cons. Debenture Stock 1909 Sterling 889, 597 
4 Perpetual C.N.O. Guar. Debent. Stock. 1906 Sterling 465, 545 
4 Perpetual Q. & Me St. J. lst Mtge. Deb. 
: Btaelors swe bes Mere a eu ee 1912 Sterling 285,342 — 
b Ae Janie bs 8950 Can. Atlantic 1st Mtge. Bonds 1905 Can-US- Stlg. 9,947,934 
4 Apr. 1, 1955 G.T.P. 2nd Mtge. Bonds, 
PrATriO aA a eee th ra Nt 1905 ‘CancUs. Stlg. 3,574, 530 
4 Apr. 1, 1955 G.T.P. 2nd Mtge. Bonds, 
NioUht aie Das eee 1905 Can-US-Stlg. 3, 144,906 
4 Apr. 1, 1955 G.T.P. 1st Mtge. Bonds, 
; Pa Ke SUPeLIORS ene k. has 1905 Can-US-Stlg. 2,152,008 
4 Sept. 1, 1956 Pembroke Southern ist Mtge. 
ONS ee eee ae tae ees ek 1906 Canadian 150,000 
23 Mar. 1, 1957 (g) Nfld. ty Reg’d. Instalment 
~ IN OUOG Te EL UT ely ate Ue ee 1941 U.S. 640,407 
5 Nov. 15, 1958 Can. hae Indebt. to Prov. of 
4 ba ENO ae AN TE Ed 1929 Canadian 380, 023 
} 44 Jan. 1, 1980 G.T.W. Ist Mtge. Series ‘‘A’’ 
; Pondss se eas Tae ee ee 1930 Can-US-Stlg. 400,000 
TQta ease cic kh oe A ee he ie re eee $ 26,023,222 
4 LE Sr (5M! Bo NP RR A SA, ale Se eh Rec a a $605, 494, 829 
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Interest 
accrued 


319, 963 


2,500, 000 
2,303, 560 


165, 000 


$ 19,309, 559 


$ 26, 239 
66, 267 

369, 396 
318,469 
393,937 
326,391 


$ 1,500,699 


$ 159,717 
35, 584 
18, 622 


11,414 
397,918 


142,981 
125,796 
86,080 

6,000 
17,535 
19, 001 
18,000 


$ 1,038,648 


$ 21,848,906 


~Note:—(a) Callable at par on or after Jan. 15, 1954. (e) Callable at par on or after Jan. 16, 1966. 


(b) Callable at par on or after Jan. 3, 1961. (f) Callable on or before June 14, 1954, at 1023; 
(c) Callable at par on or after Jan. 2, 1964. thereafter at varying redemption 
premiums. 
(d) Callable at par on or after Sept.15, 1964. (g) Callable at par at any time. 
72990—34 
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INVESTMENTS IN AFFILIATED COMPANIES 


Par value outstanding Book value 
Can. Nat. Can. Nat. 
si System | System 
Company Total percentage holdings 
Stocks— 
The Belt Railway Company of Chicago.... $ 3,120,000 7-69 $ 240,000 
Canadian Government Merchant Marine, 
Peed ul sas toe Gane ae Rania arene eit 800 100 800 
Chicago & Western Indiana Railroad Com- 
BGT es ce Cs, ce ie cie tee Ue I ee pasa 5,000, 000 20 1,000,000 
The Detroit & Toledo Shore Line Railroad cay 
COND ADY), lg sah Ga) aca ee Oe 3,000, 000 SOK 1,500,000 
Detroit Terminal Railroad Company...... 2,000,000 50 1,000, 000 
Northern Alberta Railways Company..... 12,500,000 50 6, 250, 000 
The Public Markets, Limited.............. 1,150,000 50 575, 000 
Railway Express Agency, Incorporated (no : 
DAT VALUE VN LY ers 0s aR RNG 1,000 shares 0-6 600 
Shawinigan Falls Terminal Railway Com- 
DEY) rete Ne oo eee 55, LPR edna EB AT, 5a 300, 000 * 50 62,500 
The Toronto Terminals Railway Company. 500, 000 50 250,000 
The Toledo Terminal Railroad Company. . 4,000,000 9-58 387, 200 
MPrans-CanadavAdr Winesis sees owe ae cote 25,000, 000 100 25,000,000 
Vancouver Hotel Company Limited....... 150, 000 50 75,000 
See SESTRS Sr: ¥ $ 36,341,100 
Bonds— 
Northern Alberta Railways Co. 1st Mort- 
are BONS. io yie- Nice Ujena eye lar Mahan pia Sires $ 23,155,000 50 $11,577,500 
The Toronto Terminals Railway Co. Ist 
Morteare Bonds) see ee pide alee we 25,610,000 50 12,805,000 
a 24,382,500 
Advances— 
The Belt Railway Company of Chicago......... Dy UNM WEA eR Ree $ 25,544 
Chicago & Western Indiana Railroad Company...............eeseeee 3,671,460 
Northern Alberta: Railways'Company.. $50. iio0 ci dan so cla tlle oe Wie creel he 150,000 
Railway Express Agency, Incorporated................eeee00: 1 OSE ay 173,493 
Shawinigan Falls Terminal Railway Company.................ee000: 12,500 
wo 4,032,997 
Deposit— 
Trans-Canada Air.Lines——Credtt. fo. 6. a ease ice ole cle eargiee ie we mine wis gels 13,500,000 
Total at 31st. December, 1952... 0.62.0...) $ 51,256, 597 


Mason ContTINGENT LIABILITIES 


Chicago & Western Indiana Railroad Company— 


Assumed by Grand Trunk Western Railroad Company pursuant to joint supplemental lease dated 
May 1, 1952, between Grand Trunk Western Railroad Company and four other proprietary companies. 
Obligation is to pay as rental sinking fund payments sufficient to retire bonds at maturity and interest as 
it falls due. The Grand Trunk Western’s proportion is one-fifth in the absence of default of any of the other 
tenant companies. The bonds are First Collateral Trust Mortgage 43% Sinking Fund Bonds Series “A’’ 
due May 1, 1982, and the amount outstanding at 31st December, 1952, is $64,239,000. 


The Detroit & Toledo Shore Line Railroad Company— 


Assumed by Grand Trunk Western Railroad Company as joint and several guarantor by indorsement 
of principal and interest of $3,000,000 First Mortgage 4%—50 Year Gold Bonds due January 1, 1953. These 
bonds are to be redeemed out of proceeds of $3,000,000 First Mortgage 33%—30 Year, Series ‘‘A’’ Bonds, 
dated December 1, 1952, which are guaranteed jointly and severally by the Grand Trunk Western Rail- 
road Company in respect of principal, interest and sinking fund payments. 


The Toledo Terminal Railroad Company— “ 


Assumed by Grand Trunk Western Railroad Company in respect of $6,000,000 First Mortgage 44%— 
50 Year Gold Bonds due 1957. The guarantee is as to interest only and is several and not joint. Grand 
Trunk Western’s proportion is 9-68%. 


C.N.R. Pension Plan— 


Reserves have been set up against pensions in force under the 1935 plan, but not for the increase in 
allowances granted effective Ist July, 1952, to employees on pension on Ist January, 1952, or in respect of 
‘pensions conditionally accruing to employees in service covered by the 1935 plan or prior plans. 
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CAPITALIZATION OF CANADIAN NATIONAL RAILWAYS 


Year 1952 Year 1952 
Balance at Adjustment effective ; 
Ist Jan., 1952, under Current Balance at 


31st Dec. 1951 Capital Revision Act, 1952 transactions 31st Dec., 1952 

Equity Capital*— 
Capital stock of Canadian Na- 

tional Railway Company.. $ 18,000,000 $378, 518,135 (a) — $ 396,518,135 
Capital stock of The Canadian 

National Railways Securi- 

RIGS NEPUBLe tay ee cs eh 878, 518, 135 878,518,135 (a) — = 
4% Preferred stock of Cana- 

dian National Railway |. 

COTODADY. 6 ee h oo we. ue Ne? — 736,385,405 (b) $ 18,486, 540 754, 871,945 
Capital investment of Govern- 

ment of Canada in the Ca- 

nadian Government Rail- 


Wave saat ame nie veds 61 379,877, 514 _ 195, 270 379, 682, 244 
Government of Canada — 

Shareholder’s Account..... $ 776,395, 649 $736, 385, 405 $ 18,291,270 $1,531,072,324 
Percent of capitalization. 34.5% — — 64.75% 
-. Borrowed Capital—__- 

Munded- debt) sai War iho $ 615,197,035 — $ 9,702,206 $ 605,494,829 
a Government of Canada loans ; 

. and debentures............. 857,573, 774 $736,385, 405 (b) 106, 866, 796 228,055, 165 
$1,472,770,809 . $736,385, 405 $ 97,164,590 $ 833,549,994 
4 Percent of capitalization. 65.5% — — 35.25% 
Total capitalization...... $2, 249, 166, 458 — $115,455,860 $2,364, 622,318 


: *Excludes shares of subsidiary companies owned by public — $4,516,490. 

Note:—(a) The capital stock of the Securities Trust, previously owned by the Government of Canada, 
was transferred to the Canadian National Railway Company in consideration for a like amount 
of capital stock of the National Company. 


(b) The 4% preferred stock is represented by shares having a par value of one dollar each, in respect 
of which non-cumulative dividends shall, from time to time, be paid to the extent that earnings 
are available for distribution in any year. 


_ The amount issued under the adjustment authorized by the Capital Revision Act, and for 


which a like amount of Government of Canada loans have been cancelled, is equal to fifty 
percent of the Borrowed Capital at 31st December, 1951. 


, SS eS eee 


FINANCING 


YEAR 1952 
Equity Capital— 


4% Preferred stock of Canadian National Railway Company purchased 


DV AOVeMINONy Oli CANAGa Ge) LE ene Mol calor kk ee Ca $ 18,486, 540 
‘ Capital investment of Government of Canada in the Canadian Govern- 


IVI GES URL WAY Buk 20 Oona es Chis AY Date era en sient ey wie adie SE Te ole 195,270 $ 18,291,270 


Borrowed Capital— 
Funded debt — Retirements:— 


i Equipment Trusts — Serial payments..........0. 0.000. c cece eee $ 9,560,000 


: 23% Newfoundland Railway Registered Instalment Notes........ ct 42, 206 9,702, 206 
: Government of Canada loans and debentures:— 

: Capital expenditures and working capital............ 0. 00ccceeuees $ 94,586, 864 

i Debtaredempiion ores Mca ae oh eee CONE Se naa "12,279,932 106,866,796 
. Net increase in borrowed capital $ 97,164,590 
y Increase in total capitalization. . $115, 455, 860 
$ The 4% preferred stock purchased by the Government of Canada was issued under the provisions of 


_ The Canadian National Railways Capital Revision Act, 1952. The Act provides that in respect of each 
_ of the years 1952 to 1960, inclusive, the Government shall purchase, at the par value of one dollar each, 
_ shares of stock having a total par value equal to three percent of the gross revenues of the National System. 
_ <Atthe 3lst December, 1952, stock has been issued in respect of the revenues for the eleven months ended 
_ the 30th November. The amounts received from the sale of the stock have been utilized for additions 
5, and betterments included in the 1952 budget of capital expenditures. 
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COMPANIES COMPRISING THE CANADIAN NATIONAL RAILWAY SYSTEM 
Capita, Stocks OwNED BY GOVERNMENT OF CANADA 


Company 
number 


1 


47 


eon National Railway Company (Common) 
Canadian National Railway Company (Preferred) 


Caprra, Stocks OwNED BY SYSTEM OR PUBLIC 


Owned by 
Name of issuing company company 
number 
Atlantic and St. Lawrence Railroad Company... . 1 
The Bay of Quinte Railway Company......... 20 
The Bessemer and Barry’s Bay Railway Co- 
TNPAN VS Seo ae nee erh goin’ tigen calearees 20 
The Canadian Express Company......-....-+-- 1 
Canadian National Electric Railways.......... 20 
Canadian National Express Company.......... 21 
*Canadian National Railways (France)—francs 
S000; OOO! fio ane cee oa savy 2. wnt aioe 1 
The Canadian National Railways Securities 
HS Dg tot AG TAA PS EAI Silane 2 re A ee NS ON ote 1 
*Canadian National Realties, Limited.......... 20 
Canadian National Rolling Stock Limited..... 1 
*Canadian National Steamship Company, 
A ea ng CR ean lay Sn hs Mich Uy SS Oo pO 40 
Canadian National Telegraph Company........ 20 
*Canadian National Transportation ,Limited.... 1 
The Canadian Northern Alberta Railway 
COMMDANY. or ieee cere ae eolotee ee aie eaevegee te a 20 
Canadian Northern Manitoba Railway Company 20 
The Canadian Northern Ontario Railway 
Goma pany hick ives ohne. eRe een le 20 
Canadian Northern Pacific Railway Company.. 20 
The Canadian Northern Quebec Railway Co- 
PDANY ne deo Are MOE een tints eh ek rena We e 20 
The Canadian Northern Railway Company..... 1 
The Canadian Northern Railway Express Com- 
pany; LAME, . yiv.. Hoel Sa hk’ bis ple sseinne Wola 20 
Canadian Northern Steamships, Limited....... 20 
Canadian Northern System Terminals(Limited ) 20 
Canadian Northern Western Railway Company. 20. 
*The Centmont. Corporation... 2.0.4... 6... 28 
Central. Counties Railway. ...46..06 5 2.2 ee eee oe i 
The Central Ontario Railway.............+--6: 20 
Central Vermont Railway, Inc...............-- 1 
Central Vermont Terminal, Inc...............-. as) 
*Central Vermont Transit Corporation.......... 25 
Central Vermont Transportation Company...... 25, 28 
The Champlain and St. Lawrence Railroad | 
COMmPANy Ses ees cake emi cee ieee areas eo tin toe 1 
*Consolidated Land Corporation.............-.. 43 
Duluth, Rainy Lake & Winnipeg Railway Com- 
DAD ee toe elie ae ence rein aeons Faria tae 36 
Duluth, Winnipeg and Pacific Railroad Com- 
DRI ee One ae ik Sneed ot sale ete hee Rhee 36 - 
Duluth, Winnipeg and Pacific Railway Company 20 
*Grand-Trunk-Milwaukee Car Ferry Company. . 43 
The Grand Trunk Pacific Branch Lines Com- 
PAK ocd eh tise k slo Ste lelstenn seen epee MP Rate edie 40 
The Grand Trunk Pacific Development Com- 
PANY, LAMPE SOF). on chsee Meee we ree eee 40 
The Grand Trunk Pacific Railway Company.... 1 
The Grand Trunk Pacific Saskatchewan Rail- 
way! Company © a. i.) devant oe Cian eas <ee tte Zap 40 
*Grand Trunk Pacific Terminal Elevator Com- 
PADDY, (LAMIGO) ooic wp, ale oi ajarn ater nn eprelaye no's F 40 
Grand Trunk Western Railroad Company) | 
(Common) 1 
\Grand Trunk Western Railroad Company 
(Preferred) 
The Great North Western Telegraph Company 
of Canada (Including $331,500 held in escrow). 13 
The Halifax and South Western Railway Com- 
PRAY. OSE SAAD he Ae RO el tee ae 20 
*Industrial Land-Company.......-..++++s+see6 43 
International Bridge Company.......-.++++-++++ 1 


swee 


eee eee eeeeeeesrves 


eeeeseeeeeersceeee 


Capital stock 
issued 


$ = 6, 802, 340 
1,395,000 


1,893, 574 
5 million shares 
5, 0000 
15, 000 
500, 000 
500 
3,000, 000 
250, 000 


10, 000, 000 
25, 000, 000 


9,550, 000 
18, 000, 900 


1,000, 000 


10, 000, 000 
5, 000 

5, 000 

200, 000 


50, 000 
64, 000 


2,000, 000 
100, 000 
3,100, 000 
200, 000 
200, 000 


3,000, 000 
24,940, 200 


20,000 
501, 000 
20, 000, 000 
25, 000, 000 
373,625 
1,000, 000 
1,000 
1,500, 000 


$ 396,518,135 
754, 871,945 


$1, 151,390, 030 


Owned by 


$ 


public 
7,840 


3,849, 200 


12,000 


6,825 


- 


HK RAILWAYS AND SHIPPING 


39 


COMPANIES COMPRISING THE CANADIAN NATIONAL RAILWAY SYSTEM (Continued) 


Capitat Stocks OWNED BY SYSTEM OR Pustic (Continued ) 


Owned by 
Company Name of issuing company company Capital stock 
number number issued 
48 The James Bay and Eastern Railway Company. 20 125, 000 
49 The Lake Superior Terminals Company Limited 20 500, 000 
50 The Maganetawan River Railway Company.... 1 30, 000 
51 Manitoba Northern Railway Company......... 1 500, 000 
D2 The Marmora Railway and Mining Company.... 20 128, 600 
53 The Minnesota and Manitoba Railroad Company 20 400, 000 
54 The Minnesota and Ontario Bridge Company.... 20 100, 000 
55 ten an and Southern Counties Railway Com- 
aI SAC ies he NMC eat at ar ur fe pit oF Aas ag 1 500, 000 
56 The Montreal and Vermont Junction Railway 
RP ora so DONS. MCRD ptosis eds a acta 8 197,300 
57 “Montreal Pine ruit & Produce Terminal Company, 
PRAIRIE OG Vote ta Satay a ah ans tae Madera es &, StS eel 1 500 
58  *The Montreal Stock Yards Company.......... 1 $ 350, 000 
59 *The Montreal Warehousing Company.....,..... 1 236, 000 
60 Mount Royal Tunnel and Terminal Company, : 
UT ar ee Tee eee SNS IE Ry APA 4 hon) Palle Re Pio Rapper 20 5, 000, 000 
61 Muskegon Railway and Navigation Company... 43 161, 293 
62 *National Terminals of Canada, Limited......... 1 2,500 
63 National Transcontinental Railway Branch 
Lines COMPAN Vs sede. ey Ree ee la uote 1 500 
64 *The Niagara, St. Catharines and Toronto Rail- 
WAVE COMPANY, satire iteay Oe Rk Viera wae nes 20 925,000 
65 The Niagars, St. Catharines and Toronto Navi- 
gation Company (Limited)...... Pa ee Peary 64 100, 000 
66 *The Oshawa Railway Company..............- 1 40, 000 
67 The Ottawa Terminals Railway Company..... 1 250,000 
68 The Pembroke Southern Railway Company... 1 107,800 
69 PFINCE CCOLLO Wiel WATbOR ay, Sora ook a wre a eces OS sat ss aheee 1 10,000 
70o7=t Prince shuperst, LAVAItEd 229 236i eu ak ele sil eet 1 10,000 
7G eee ans and Lake St. John Railway Com- . 
se age Fa) ToL SRR NRE PAGS SEL aaa CO SU RE 20 4,508,300 
72 The “Ow Appelle, Long Lake and Saskatchewan 
Railroad and Steamboat Company.......... 20 201,000 
73 St.Boniface Western Land Company............ 20 230,000 
74 The St. Charles and Huron River Railway Com- é é 
ees all deg Mis SII aR eh Tat Ts Vase RU ep NR A 1,00 
15 Stir Pannel Company oe) o0sce Lhe een \ 1 700, 000 
76 *The Thousand Islands Railway Company...... 1 60, 000 
77 The United States and Canada Rail Road Com- 
rat BAe Res oe ete ae de aes 24, UC Dene aay ae AEs Ee 1 219, 400 
78 Vermont and Province Line Railroad Company. 1 200, 000 
79 The Winnipeg Land Company Limited......... 20 100, 000 


Owned by 
public 


140, 600 


10, 440 


489,160 


$4,516, 490 


The income accounts of POniEanes indicated (*) are included in the System income account as ‘‘Separately 
operated properties.”’ 


EQUIPMENT PLACED IN SERVICE DURING 1952 


Diesel-Electric Locomotives— 
25 1600 HP road locomotives 
42 1500 HP road locomotives 
15 1200 HP road switching locomotives 
15 1200 HP switching locomotives 


8 
10 


1000 HP switching locomotives 


660 HP switching locomotives 


Freight Equipment— 


50-ton box cars 

30-ton box cars 

40-ton automobile cars 
50-ton flat cars 

30-ton flat cars 

30-ton stock cars 
70-ton triple hopper cars 
aluminum hopper cars 
70-ton gondola cars 
70-ton ballast cars 
50-ton refrigerator cars 
caboose cars 


Passenger Equipment— 


6 
4 
3 
6 
12 


sleeping cars 


standard baggage cars 


postal cars 


multiple unit cars 
multiple unit trailer cars 


Work Equipment— 
30 cu. yd. 50-ton air dump.-cars 

16 cu. yd. 30-ton air dump cars 

diesel locomotive cranes, 30-ton 
diesel locomotive cranes, 40-ton 

scale test—four wheel type, 80,000 lb. 


30 


capacity 
Jordan spreaders 
snow plow 


miscellaneous units built from salvage in 


railway shops 


Freight Equipment— 
TRORNCALGH NE, We teu neta es el eR tenepeteea 
TE Tea b GATS Ho eee eRe Fe rie Lek os Meno okt neha 
SHOGIE:GATS is Geta Mila ten mle ev ohole apnea 
Coaliears ie ie Waki nh eerae 
MAK CATSMr Wie mike SMe aliie aro eie reget 


Refrigerator cars 


Caboose cars......... 
Other cars in freight service........ 


Passenger Equipment— 
(GORCHSCAES shah since o UE ntliois cosere ite 
Combination cars..... 
PMU SOCAL We sete a ects sos be eeelereds 


Colonist cars 


see ee eeee 


is 6) Be wie me eere, ee 


ee 


ee ee 


PAT LOWMCAT Sa eee te Rare eels Nalnie 
ALOE AT See lay am tai esto eatin Cereal epee alte 


Sleeping cars 


Tourist cars 


CC 


ee 


oe ed 


. Baggage and express cars........... 
Postal cars....... A UIE, NCR Can 
i Biba ncoe hg ARIES scl Os ee nc Alia are 
Other cars in passenger service..... 


Work Equipment— 
Units in work service 


CET hy OR era 


si ieyia o%p, ia) 8 lorie leh eile 
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INVENTORY OF RAILWAY EQUIPMENT 
On hand Placed Converted On hand Orders 
Jans/1; in Retired Added Retired Dec. 31, outstanding 
1952 service 1952 Dec. 31, 1962 
Locomotives— 
Spanien TUOaG sic fil d koe eee 1,901 17 1,884 
i Bwitebing Mek) eames 539 6 533 
PO TOCEEIO Os sat eae oe oe ae ea 33 33 
Diesel-electric—Road............. 90 67 157 21 
é £f —Road switching.... 30 15 45 6 
ti vi Switching vis saee es 160 33 193 26 
pA Ne La ST ARN RB CONDE Sea ee 
Total os Vee 2189 115 ye 2,845 58 


78,928 2,820 1,576 608 79, 564 2,150 
5,579 900 189 x 97 6,374 156 
3,103 10 43 3,070 

15,489 4,080 813 11 18,745 2,875 

224 3 188 33 
3,952 500 31 4,421 250 
1,785 we 41 70 1,821 
6 3 3 
109,246 8,317 2,699 as 904 114,031 5, 430 
1,110 24 15 15071 166 
266° 6 260 5 
92 2 1 89 
146 1 1 144 
60 60 
20 : 20 
372 6 3 375 141 
42 1 41 
1,265 4 10 1 1, 258 118 
53 3 1 57 
36i4) ny 0 42 
79 12 4 3 90 
3,041 31 47 4 22 3,507 430 


5 a. 
Floating Equipment— 
(VETATOET IOS ae (oat reek eae cee iwerale 8 
Bist grat ana I A AEB a ee TB 6 
SEGA IMET Aer De eee taney Ne lemons Permale 14 
AT iy By eR tN RR cd RS ice AE eI Le 5 
IV OT NC oe rete eae omueavon A olenagtbnan that 3 
STATISTICS OF RAIL-LINE OPERATIONS 
Ca 1952 
Train-Miles— ° 
A TSO LLB BOT ACO. hs a) bis ok al ace» tena raha aio ie ivi Stee al els cee oiotne  e 49,541,512 
PASSONLEL BEL VICR. fives vdeiy: wis oh te ees a Uleye scales’ wi alate ere eee 25,533,678 
WiODKS SOT VICE ii cls Bae ar ease eee ole ee Oi al ere ravakon iol laflasianea cus heretas 2,216, 042 
otal ra in-mi ese kee ee ak aoe ehh wea Seay eceueten es Td 20h) eae 
Locomotive-Miles— 
RireurnWiservice isu: cos sik cig Sintec Sele erie shale + Wolk paces 52,478,053 
PASSONGER-SORV ICE: Oh. vide hich ee eee inte eae ON eb digless fete «oie ePbiete 25,469,027 
(Train switch ing-— PE reigngs aA gees ches cnles ok Eeie ee aletenlccls emai 4,076,441 
Redon PASSENGER, Serato eee: Sate Aareieahoe ete met iona ss atatetere 155, Pia 
Vard switohing — Freier cho aaa tene cp ols 3 cc biehoe ds lee ew ane are 18,179,442 
, eee E GSSOHMOR tstny ate bas ex Whieihc Fhe Wend sate minh 1,880,426 
War eIBE SIGs cts oe Dei le L haa See easy Mech ree aie ee dig tule 2 Mattena 2,319,340 


Total locomotive-miles.... 


oer weer ee er er eres eer eoerererre 


104, 557,846 


1951 


48,353, 158 
24,412,847 
2,390, 845 


75,156,850 


51,433, 200 
24,548,619 
4,069, 286 
156,472 
17, 856, 977 
1,787,151 
2,515, 865 


102,367,570 
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STATISTICS OF RAIL-LINE OPERATIONS—Continued 


Car-Miles— 


Freight Service: 

TOA OG Freie OCA Ts ee tees oe gle FS eater a wctoawlereence Se A a a RA 
TOM DEVAN LCIS AG CATS ance 5 4.50.5 ious Ugh a dis ow bei oman Rely sine aa eis wea whe: s 
Passenger coach and combination Cars.......... 0c: cece cece eeeee 
CORR CARee ae a te ts Or Wn woe tag UNM ee rian eR Rude Ahaha at ota. 5 
CFAIOGSS CALS EGS e cco aie oh a be Rea NR PIA Lg ainta Sib hiatal so tlistare 


Passenger Service: 


MEGA C LOTS TOAD Ss Poly coc dos, eorciacranba he oeteiMtes ala, to lah a al stagione oO age 
POA DEV LSTO Ay CABG ise oy teal Vinge etarata fens pauratt Rt abel>, Wis\ghal eld «incre ose bain 
Passenger coach and combination Cars...........ee cece eee eens 
Sleeping; parlor and. obServation Cars... 2 as nels eee eee tages 
NDING CAH Te Sealed spas ean alee: Dane psa dia Taiornaetere id bsshacars-tysla es 
SGOT, CL Ge CET cay ke Ly sd CIGT lectin tee eee ata stoke otal « coeds hohese ofp! ohare abl 
Other cars (baggage and express cars, etC.)....... 0.0. cece ee ences 


WO IISOT NIT CO Se ncn MN MEU Ba yar nl tir RE eRe A ere ONNUac UNSC katie 


EDO TA WCATATNILCS A se A aOR exc Obmlee Aap nator h anu EN ar ae Me Etats 


Average mileage of road operated............. cece eee eee e rete’ 


Freight Traffic— 


Tons CAarricd- Ke VENUS [VOTO basen Siclwieigirete ois dices bieieyess, BU enue ates 
TLOD= Tiles RSV CNUGsIPELE NM bec uice Malitee ee § Sel wcimityeon dove sire ditt. gas 
EEO TOV CUR TY Tee sh, Ute esata Ne le aias"iel Us aia!"Gy Wha ieuelsie boats apeter eres 
Be VOLO DOr: COIN at Weis ee ne NSU IUCR aPed ge ns 
PLEVENUS NEM VOMATTLS sc Pe Ai ior ce lela’ alae’ Rin altel tell are neces 
VORA POA ss ee ois aM thee Wa ie arn bd rasa EN enn hd Wporty te ib ahebie we'd 
Ton-miles— Revenue freight per mile of road...............20006 
Ton-miles—All freight per mile of road................0.- 0s eee 
Gross ton-miles of cars, contents and cabooses..........-..-.565 
Net ton-miles of freight (revenue and non-revenue) Ci gn tag Sella alin 
‘Trainchotirs in fremht road Service 5285 we. wisi on bees ce shee ee 
Gross ton-miles per freight train hour... ... 22. ..j6.- 40 dee eae 
Average speed of freight trains......... 0... eset cece eee needs 
Average gross load—Freight trains nine MARA Guin S bali EA yc clin, oS 
Steam locomotive miles per serviceable day (excluding stored). 
Diesel unit miles per serviceable day (excluding stored)......... 


Passenger Traffic— 


PSEC OCIA CALTICC Lis orth Wa \sc sicusas lee oo ay etn aha terbrel oi Aare «ib iste ac hye 
PASSGNCOGIIII TICS era ees Shin! vice alee, Sone oe FL Pe RA Nts arty ig Bi nual an coelee 
Passenper reVenUegay tect dive ohn pe Piso s byup aap wie nin miwinte ang: see 
Revenue per PASSENQET. . 0. ee eee eee eee eee 
Average passenger JOUINCY 3.062600. Me ct ee Eee eee eee eed 
Revenue per passenger Mile..........- 6. see eee beeen eee eee es 
Passenger-miles per mile of road.............0.0 cee eee enee Bain a 
Percent on time arrival principal passenger trains...... EN 


Steam locomotive miles per serviceable day (excluding stored).. 


Diesel unit miles per serviceable day (excluding stored)......... 


Net Railway Operating Income— 


Gross revenue’per. mile Of road. us. i kein ade Fe Be eee ee tee 
Gross railway operating charges per mile of road...........-..-- 
Net railway operating income per mile of road.............+++5- 


1,348,044, 272 


636, 698, 594 
6,306, 354 
9,074, 540 

48,778, 742 


2,048, 902, 502 


610, 862 
116, 680 
64,726,314 
56, 249, 942 
9,031, 094 
9695432 

89, 249,973 
220,953,976 


3, 784, 742 
2,273,641, 220 


24,190-01 


90, 053 , 919° 


38, 430, 494, 637 
$536, 723, 241 
$5- 96002 

$0- 01397 
426-75 
1,584,763 

. 1,708,033 
88, 651,930, 140 
41,317,325, 044 
2,990,402 
29,309 

16-6 

1,001 

137 


294. 


18,832,815 
1,635, 201, 983 
$48 , 466, 128 
$2: 57349 
86-83 

$0- 02964 

67, 598 

66-0 

225 

152 


$27,913.15 
$27,107.27 
$805.88 


41 


1,313,474, 003 
562,081,865 
6, 980, 076 

8, 522, 548 
47,548, 666 


1, 938, 607, 158 


627, 687 
89, 545 
63, 831,093 
53,813,300 
8,703,355 
660, 448 
82,961, 530 


210, 686, 958 
3,824,341 
2,153, 118,457 


24, 176-07 


. 89,618,436 
36, 434,821,058 
$498, 800, 344 
$5- 56582 

$0- 01369 
406-55 
1,501,578 
1,624,019 

83, 988, 594, 508 
39, 262, 386, 491 
3,015, 621 
27,593 

16-1 

L719 

141 

294 


17,322,723 
1,611,153, 281 
$47,475, 661 
$2- 74066 
93-01 

$0- 02947 

66, 642 

59-8 

225 | 

104 


$25,945.15 
$24,786.36 
$1,058.79 


———— 
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REVENUE TONNAGE BY COMMODITIES 


Agricultural Products— 
iil CVE Ries ECEaUE Ry AO aM Mi Bardeen Nac Ge eae tee 


AR TSOOED Lr See teh Kole Con aE Ree eer sate ee BEG 
Other grain (including dried peas, beans, soya beans)... 


Oe On NE NTORUCUS wa. Accu vedh Ee Me 6 sito ete whe 
AA. EM CLOGET ch Wore. Bis Sk ane elon tena er etaers CT areas ed kl ecteeig 
BOREL LE) Oakcrest NPD MR en RD OS RAIS ESTES" Cahokia a ea ly 
Apples resi) HK Sven waka came emake & ere we Gd eles 
COEAGE DULG! (EFOSTD is hose Wears Cl eauaee ke ENE oeseys Rah G2 ieee 
OPAL OOS Hous i. teis One ot ea oe RU Nan art Lak SPS enced Rie elle 
FOUROr ATES MW OLOTO DIES Hac, ak ak Aolotos cise bbws ee eee wale 
Ocneragricultural products! Woe aces eas bie Fi ie sw oraor 


Poultey Sten Agee ar ohn Peete CSUN GMs Sia Sade yah ce, * oy ee 
Dressed meats or dressed poultry (fresh or frozen)...... 
Dressed: meats) (cured or salted) ccc. es ee 
Other packing house products (edible).................. 


SEO OLEUENI NOUS COAL a> thinccaid ts aieae ae ait ee petal re 
OAT CB SCOBEY loo Ch teh ine area note at ra oan aun pa let ease 
org eae WANN Pile ey Pot det Ree MA Siete Oeste ae art AER ERA ara 
Pron ores and Concentrates.) Sook ee hese re a 
Wopperiore- and /COnCentTALGS. GL asia ot Re tees ee 
Other ores’and.eoncentrates: . ses seu G22. ai Pine oe tate 
Base bullion, matte, pig and ingot (non-ferrous metals).. 
Sa icluetriel prey Gl ot.) wri oe wesw «)arezesuands a iadorm sia malae Mheined ant eer 
Stone crushed,.ground, broken))>; }ic0. those tes Coe 
Slate, dimension or block stone. .......2.....2-.506: ea 
Carine netrolouty ), Vor topcc., nik ok ome meen eel need t 
Bats (natural, by- product petroleum)............... 

SU GRR rc ce eects yea ve as FEMS Coon ea rome Ra i hen se Nectar tReet s fade ts foe 


Forest Products— 
GST PESTS, DOLOS, DIMMS.) ba .15 call ok ee ena ee 2% 
Cora wood-and. other firewood. i. wieedts. desea he eee 
Lg TA Bee ae Meat ORD RRR fy Lap YAR L5G So tk Oa Mae a 
TN LEOW" a 87 LORDS EN PO ON Re ME ee CET bet mS NRPS oa 
Lumber, timber, box, crate and cooperage material..... 
Plywood Re SET ETI Nein neat Tale CE ENS tee oe Tek otters 
Cinartareet: DIOCUGLe c+ «tah Sa tain aa ees woe gae aac 


Year Year 
1952 1951 
Tons’ Tons 


9,017,832 7,389,538 
452,388 508, 563 
1,750,257 1,407,428 
2,445,854 1,607,644 
199, 254 121,155 
119,359 85, 763 
229, 163 219,271 
975,924 975,448 
1,359,269 1,366,531 
59,136 103, 086 
86, 482 87,533 
73,494 76,446 
363,457 326, 872 
364, 283 346,474 
284, 350 264, 430 
732,905 795,481 


18,513,407 15,681,663 


30, 229 41,788 
175,372 216,712 


7,007 8,198 
157,513 122, 964 
LA, 133 
177,417 215,442 
24,231 26, 616 
77,447 92, 655 

7,519 8, 268 
27, 607 38,743 
22,048 24,841 
24,702 29, 460 
60,028 = 63, 410 


98, 858 97, 866 


890, 055 987, 096 


2,334,498 2,377,551 
10,219,575 10,728,805 
1,191,821 1,187,981 
622, 268 738 , 923 
798,755 969, 031 
1,522,072 1,562,925 
191,880 213,218 
3,216,431 2,991,499 
595,813 616,871 
2,615,471 2,299,310 
3,266,851 2,906, 225 
62,428 74,934 
419,728 248, 812 
475,297 404, 825 
551, 420 553,375 
2,497,453 2,514,944 


30,581,761 30,389, 229 


1,231,541 945,753 
165, 363 211, 704 
101,387 63, 252 

6,207,388 7,321,157 

4,268,709 4,766,706 
127,801 115,469 
230, 606 266, 553 


12,332,795 13,690,594 
62,318,018 60,748,582 


Increase or 


decrease 
Tons % 
1,628,294 22-04 
B67) 11-06 
342,829 24-36 
838,210 52-14 
78,099 64-46 
33,596 39-17 
9, 892 4-51 
476 -05 
7, 262 +683 
43,950 42-63 
I GY! 1:20 
2,952 3-86 
36,585 11-19 
17,809 5-14 
19, 920 Fg 
62,576 7:87 
2,831,744 18-06 
11,589" -27-66. 
41,340 19-08 
LE I9L 2 1L2 oS 
384,549 28-10 
S02 242-17 
88,025 217-65 
2,385 8:96 
15,208 16-41 
749 9-06 
LIST SO 28 Te 
2.79327 11-25 
4,758 16-15 
8-382 6:33 
992 1-01 
97,041 9-83 
43,053 1-81 
509,230 = 4-75 
3,840 -32 
116,655. 16°79 
LOR Ome Lao: 
40,853 2-61 
21,338 10-01 
224, 932 7-52 
21,058 3-41 
316,261." 13°29 
360,626 12-41 
12,506 16-69 
170,916 68-69 
70,472 17-41 
1,956, °35 
17, 491 -70 
192, 532 -63 
285,788 30-22 
46,3841 21-89 
38,135 60-29 
1,113,769 15-21 
497,997 10-45 
12,332 10-68 
84,947 138-49 
1,367,799 9-92 
1,569, 436 
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REVENUE TONNAGE BY COMMODITIES (Continued) 


Year 

1952 

Tons 
¥ . Brought forward 62,318,018 

Manufactures and Miscellaneous 
CHMOD Ont eks ote ke RS EAL boo dca na Meme Bes eho a sekeel 2,242,085 
Petroleum oils and petroleum products fexcept ee 2,089, 374 
\and gasoline 

Circe ee nS Nae nk Sy GRR UO aE ee ae Ae ay hath 279, 363 
ROM ING AD LOOT We Sou a cies Gare MMe EE oie, oes 5 572,898 
ATSAnG AGSUCH UNOS re As i. a le teal SE ake as odie oes 64,995 
Tron and steel (bar, sheet, structural, pipe)............. 1,948,035 
Castings, machinery and boilers. 20 6nee Ci ee es 346, 107 
EVEN CTs bea lated Veo ph Siete MS ORAM ARM TI a) lei CAPO Rae many, Aiton 1,164,841 
Brick and areyiacial stone ke Shy ear Meg sated a 379,762 
PAM OCW MABLOR Ts ct 571k Mid aa an UR etacte yd ca chy ote 9 514, 766 
Sewer pipe mane Grain Giller reer ook cates sti-areies wenn 48 , 884 
Agricultural implements and vehicles other than autos.. 328, 306 
Automobiles, auto trucks and auto parts............... 1,851,597 
Household goods and settlers effects................... 11,700 
PEIT DT GUT er eee eS a ae SR OLN PI OR IE cea iah boy Coe lol 
PRE VETAUCE TS lr fas ey ON Ren Sedan rot acta US Beale wp 432,470 
PGrtilizerse; ALU KIDS... Opole Gioe secur kop auete tl 901,903 
Newsprint paper... 0... 42 beaten 2 ieath e SEM io Ae ee 2,134, 134 
WEEE AOE eee baie Seok PAR eb PO beset: We se ah plea 397, 942 
Paper board, pulpboard and wallboard (paper)......... 628,818 
VU COG LEP eget te oc cr ar hapten Tua Satgh ais IG SSIA stencils 1, 289, 308 
Kish) (Cresht4rOzen, CULCGs CLG. yee Nor PA AG, es bie ces a 84,725 
Canned goods (all canned food products).............+.. 597,462 
Other manufactures and miscellaneous................. 7,694, 209 
Moerchandisée-(all.L: Cbs ireight)i enn. ee ae Ces Sis es 1,659,096 
PRO LE Cee oie OU EMA S SORS rr, he SMG wane eT elke 8 27,735,901 
CSPATIC FOUALG eee Te ee a Ee diuia ve ecclesia nc 90,053,919 


Year 
1951 


Tons 
60, 748, 582 


2,042,123 
1,956, 627 


298,870 
604,970 
68, 328 
2,049, 387 
337, 065 
993,759 
414, 683 
581,876 
63, 650 
367,707 
2,135, 524 
15,080 
69,450 
365, 507 
1,017,687 
2,195,111 
428, 548 
705, 434 
1, 642,026 
83, 241 
630,081 
7,969,875 
1,833, 245 


28, 869, 854 


89, 618, 436 


43 
Increase or 
decrease 
Tons % 
1,569,486 
199, 962 9-79 
132, 747 6:78 
19,507 6-53 
82,072 6-30 
3,300 4°88 
101,352 4°95 
9, 042 2-68 
1710824: . 17522 
84,921 8-42 


67,110~ £1763 
14,766 23-20 


39,401 10-72 
283,927 13-30 
3,380 22-41 
3) 67 n+ 20 
66,963 18-32 
115,784 11-98 
60,977 2-78 
30,606 7-14 
76,616 10-86 
352,718 21-48 
1 A8de! 1878 
32,619 5-18 
275,666 3-46 
174,149. 9-60 
1,133,953 3-98 


435,483 -49 


Ka 


OPERATED MILEAGE AT 3lst DECEMBER, 1952 


Trackage 
Operated Road Mileage Owned Leased rights Total 
BA EEANI LIER CR LOM AY | ecu sae Witte wie att Bea bb egeaensts ste at ota bs 3, 790-36 6-41 82-95 3, 879-72 
ONE Al 1 CGO) 1) eteicccas Pia oe wenn Oa Oe ipee et, Seah 7,155-21 327 -22 14-77 7,497 -20 
WV OSLGET A TCGO LON ayes. arate steparcle s Sreae aes eenies ol ean d Rs, 11, 341-16 34-84 92-54 11,468-54 
Granguwbrunic Westerntlines-ovete ccs ee edene aes 883-10 9-50 59-75 952-35 
Centraliny ermont ines fae fy eee A sian eote piers 363-10 — 58-73 421-83 
Total first main track........ Ce Stary ies Wan i a 23, 5382-93 377-97 308-74 24,219-64 
PRE GERSSR Wor Vey [etiet ME pater Sg one a Sp AER ae BD Rr 22,071:30 196-10 185-87 - 22,453-27 . 
Pines tir DigedPvabe seis tek apts iain oi eh Navn oak east ere, gs 1, 461-63 181-87 122-87 1, 766-37 
Operated Mileage All Tracks 
MT SEATIRA IEEE AC ee ace tera neie in cane tee mitts sha atotenre as 23, 532-93 377-97 308-74 24,219-64 
DECOUC IAIN ATTACK rece Cron oho cea tote totes panes 1, 229-39 9-31 72-16 1,310-86 
TT Preis Per aclke eo as, eee pts ee a coe tala des 30-30 a 3-49 33-79 
Fours and Other main tracks. fos tose Sa ee ov ae ote 9-72 — 5-09 14-81 
mpurs, sidings and. vard tracks)... i 2s ain kniet oe Oe « 6, 233-72 122-99 1,353-21 7, 709-92 
PRotalcalletrae seers pn eee ie ed le eatamels iad ere 31, 036-06 510-27 1,742-69 33,289-02 
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The CHAIRMAN: I will call first the review of financial results. 

Mr. Futton: Do you want a motion that the statistical tables be included 
as well as the text? Is that necessary? : 

The CHAIRMAN: We usually take up the tables along with the review of 
the financial results and we will do that again this year. 

Mr. MACDONNELL: Are we at No. 1? 

The CHAIRMAN: Yes, the table. 

Mr. MAcpONNELL: Mr. Gordon, if I remember correctly a year ago in fore- 
casting 1952 you gave us figures which you said at the time were a euree. Will 
you comment on them? 

I have it that your estimate of operating revenue was $663 million and 
operating expenses $613 million. Would you be prepared to explain that? 

Mr. GorDon: You mean compare the operating figures with our guess? 

Mr. MacDONNELL: Yes. You told us quite frankly it was a guess. 

Mr. GorRDON: When preparing the budget last year our operating revenues 
were forecast at $663 million and turned out at $675 million, and operating 
expenses were forecast 613 million and turned out at $634 million, the major 
reason being, in estimating our expenses, we had not taken into account the 
later wage adjustment. 

Mr. MacponneEL.: Is the wage adjustment practically the whole answer? 

Mr. Gorpon: Yes. Plus a margin for any rise in prices, but the major 
difference is in wages. 

The CHAIRMAN: Any further questions? 

Mr. GILLIS: I would like to ask if Mr. Gordon can give us the figures for 
1952 as to the cost of changing over to diesel engines. How much money was 
spent by the railway in replacing steam engines for diesel engines in that year? 

The CHAIRMAN: I wonder if that should not come under motive power? 


Mr. Gituts: I would like it here, because Mr. Gordon agrees increased. 
wages is the major difference in the balance sheet he shows today. 


Mr. GorpDon: I think you are confusing two things, We are dealing here 
with the income account. The expenditures for the diesel conversion would 
be in the capital account and that will come up in our capital budget and I will 
then have the figures available showing what diesels we put in. 


Mr. GILuis: It is also reflected in the statement here. 

Mr. GorDON: Nevertheless it is a capital expense. 

The CHAIRMAN: It is not an operating expense. 

Mr. MacDoNNELL: Mr. Gillis is right. It is reflected in the expenses? 

Mr. GorDON: Yes, indirectly. | 

Mr. BROWNE: How does your position compare in 1952 with 1951 if you 
had to pay the interest charges? 


Mr. Gorpon: The 1952 actual results, you will observe, give you an operat- 
ing surplus of $142,327. If the Capital Revision Act had not gone into effect 
we would have had a deficit of $25,500,000 compared with $15,031,000 deficit 
for 1951. i 


Mr. BRowNE: How do you account for the worsening of the picture by 
$10 millions? 


Mr. Gorpon: The facts I have already mentioned, which were in connection 
with increased costs, made our operating expenses actually come out at $634 
million of about $20 million more thant our estimate. If you go to paragraph 2: 
“increased operating expenses due principally to higher wage rates more than 
offset a gain of 8:1 per cent in operating revenues...” In other words, the 
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reason for the result is that our costs are steadily going up in relation to both 
prices and wages and our freight rates, our earnings, are not rising com- 
mensurately. If you look again at the chart on page 10 you will see what 
I mean, that prices have gone right up to the top of the chart, whereas our 
services have only gone up by 43 per cent. 

Mr. BROWNE: Your prices came down in 1952 but your revenue went up? 

Mr. Gorpon: I am talking in this chart about the wholesale price index. 
This is what happened to the wholesale prices of commodities. The illustration 
is that what we got for our services did not rise as fast as the prices other 
people got for their goods. If you look at the item under prices on page 11: 
you will note it is estimated that increased prices for railway materials added 
about $12 million dollars. 

At the top of page 11 you will see we paid $22 million for additional 
payroll costs as compared to 1951. We have paid in wages and materials about 
$344 million more than we did in 1951. That is where our increase expense 
took place. 

Mr. GILLIS: What do you classify as materials? 

Mr. Gorpon: Any supplies used, rails, ties, anything needed to run the 
railway. 

Mr. BROWNE: Diesel engines? ; 

Mr. GorDON: No. That is capital account. This is only operating account. 
I am wrong about rails also. It is capital account. But coal would be in it. 

Mr. MACDONNELL: I see ties and steel products. 

Mr. Gorpon: The replacement of rail.would be maintenance. 

Mr. MACDONNELL: I am referring to paragraph 32 on page 11. We have 
known, of course, about the wage increases because they have been of public 
interest. Can your economic department say anything as to the likelihood of 
rising cost of materials? 

Mr. GORDON: I could not predict for the future. I would make a guess that 
we have reached a bit of a plateau. . 


Mr. MACDONNELL: Is there any difference in the situation? 
Mr. Gorpon: Yes. We are flattening out in regard to rising prices. 


Mr. Macponnett: I notice there are certain statements made as to account- 
ing practice. Is the practice you followed here normal? 

I mean, do you turn back into income things which were previously 
provided By income? 

Mr. GorDoN: Yes. The only difference that can arise is as to the timing. 
In this particular case this reserve was set up during the war by reason of an 
arrangement with the government whereby the railroad was asked to provide 
a lot of siding tracks in a hurry for war industry. It was assumed at that time 
that those tracks would not necessarily be required once the war was over, and 
it was expected that they would be torn up and replaced. Therefore this 
reserve was set up for writing off the tracks when they were lifted. But with 
changing events and with the Korean situation, practically none of those tracks 
was lifted and we are using them today. 


The CHAIRMAN: May I interrupt at this point? Is it the wish of the com- 
mittee that the entire report today be printed at this point in our records? Our 
first reporter is now about to leave and I think we should decide it. 


Agreed. 


Mr. MACDONNELL: Why are we re-printing all this? 
The CHAIRMAN: Mr. Gordon has read three parts of it. Are there any 
questions? 
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Mr. MAcDONNELL: I thought that we did not do so. 

The CHAIRMAN: Very well, Mr. Gordon. 

Mr. Gorpon: I was going to conclude that the only questions which could 
arise in regard to the accounting practice was the time of doing it, last year, 
or next year, and so forth. And this represents the decision of management 
that we are going to need these tracks and so we might as well make the entry 
now. And as a result of making the entry this year, it produces a surplus 


which would not otherwise have been produced. 


Mr. MAcDONNELL: I think you have made that quite clear. 

Mr. GORDON: Yes. 

The CHAIRMAN: It is agreed. Now, “Volume of Freight Traffic’. 

Mr. MacDONNELL: I am sorry, Mr. Chairman. 

The CHAIRMAN: Very well, Mr. Macdonnell. 

Mr. CHURCHILL: In paragraph 6 on page 7, Mr. Chairman, mention is made 

of this fact: 

| It is represented on the one hand by increased compensation, and on 
the other by the lowest average level of freight rates to be found in any 
country in the western world. 


Mr. GORDON: Yes. 

Mr. CHURCHILL: That sounds very nice. But what is the method of com- 
parison? How do you arrive at a comparison with other countries? 

Mr. Gorpon: By actual statistical information which we secure from those 
countries. We are in touch with all the railway statistics of the various 
countries, and I have a.table here. 

Mr. CHURCHILL: Is it strictly comparable? | 

Mr. Gorpon: Oh yes, as far as we know, it would be strictly comparable. 
Railway statistics are a statistician’s dream, if I may put it that way. I mean 
that a statistician just loves to work on railway statistics. Every country in 
the world has a mass of railway statistics which are regularly produced. We 
keep in touch with each other. I have before me a statement for 1951 which 
shows the average revenue and so on, and it is also boiled down to a ton-mile 
basis. These include countries such as Australia, Belgium, Great Britain, and 
so on. 

The CHAIRMAN: Would you like to have that list made an appendix to our 
record today? 

Mr. CHURCHILL: I presume that. would be all right. It is the average level 
of freight rates? 

Mr. GorRDON: I mean of the revenue, per ton-mile. 

Mr. CHURCHILL: From freight? 

Mr. Gorpon: Yes, from freight. And my point is that you see the benefit 
of the over-all improvement in productivity which came out of the more 
efficient operation of the railway machine. It meant a reduction in cost of 
many many millions of dollars; and these millions of dollars have gone directly 
to labour, or to the consumer. 

To put it another way, if the same forces had applied to our revenue 


; - dollar, that is, if the revenue dollar had had the same proportionate . increase 


in 1952 as compared with 1928 as did the expenditure dollar, the effect would 
have been that the Canadian National would have shown a profit of close to 
$400 million. 

I did not stress that $400 million in my report because I did not want 
spectacular headlines on the thing. I did not want to get into an argument 
about how it is made up. But I can easily justify it in any examination. The 
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reason I put it in the report was that questions have been asked from time 
to time in the committee, as to the efficiency of the railway and as to the 
extent by which labour or the consumer might get advantage of the ee 
productivity. | 

You are spending millions of dollars here for capital expenditures every 
year, and the result of doing that is to give the railway labour in this country 
and to the consumer of our services a very substantial benefit. I do not 
know what proportion, but I do say that if we were in the same position as 
we were in 1928, and with the same forces applied to our revenue dollar, 
we would have shown a profit of nearly $400 million. 

Mr. FULTON: Without capital reorganization? 

Mr. GorDOoN: Without capital reorganization. 

Mr. MAcpDONNELL: You mean in other words that could be. arrived a 
because your operating revenue would be virtually what it is now, and your 
expenditures would have been smaller? 

Mr. Gorpon: I think it is the other way around. 

Mr. MacponnELL: I would expect there would be an infinitely smaller 
amount in respect to earnings. 

Mr. Gorpon: I would say that if we had got the benefits under it, our 
revenue account—I am sorry, but what did you say again? 

Mr. MacDoNNELL: My understanding of what you have told us is: That if 
our revenues were what they are, and if there had been on-change against us 
in connection with cost, we would have a $400 million profit? 

Mr. Gorpon: You would have to include the traffic volume, and also get 
into the revenue dollar the same proportion of increasesthat has gone into our 
expenditure dollar. In other words, if our revenue had risen in the same 
proportion under the impact of economic forces as has the expenditure 
dollar, I would say that we would have got up to $400 million profit. 

The CHAIRMAN: Am I correct in understanding that you are saying in 
effect that if the freight ratés and the passenger rate increases had paralleled 
the increases in your labour and material cost, you would have shown this 
$400 million profit. | 

Mr. Gorpon: That is putting it about right, yes. 

Mr. FuLTON: Could we take from this table United States, United Kingdom, 
and Brazil figures showing revenue? 

Mr. GORDON: We have not got Brazil for 1952. But the United States 
figure of revenue per ton-mile is 1-420. Brazil is not out yet. 

Mr. BROWNE: What is this 1-420? 

Mr. Gorpon: That is cents per ton-mile.. That means that they carry 
one ton of freight a mile for a cost of 1:42 in the United States, And in 
Canada our figure as shown here is 1:397. 

Mr. Futon: And what is it for the United Kingdom? ® 


Mr. Gorpon: For the United Kingdom it is shown at 4:224. But let me 
warn you that there are always qualifications in these things, and we should 
bear in mind that this figure for the United Kingdom is more or less qualified © 
by the effect of the short hauls there. They do not get the benefit of the 
longer hauls which we have here. But nevertheless, it is quite clear that my 
statement is right, and that we still: have the lowest. 

Mr. Futton: What country on the North American continent is roughly 
comparable to Canada, having regard to density of population and mileage 
involved? Would it be Brazil? 
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Mr. Gorpon: We have regard to the United States in our 1951 figure. 
It is hard to say in point of size. For instance, Sweden is regarded as a pretty 
well operated country. It shows 1:9. I have not got the Argentine here. 

The sources of these figures are available. It is a matter of public 
knowledge. They are published by a source known as International Railway 
Statistics. I have only made a selection of them, and not the worst examples 
by any means. I have just taken across the line examples. 

Mr. CHURCHILL: What is the basis of comparison? 

Mr. Gorpon: They are just as comparable as anything can, ie. There is 
always a variety of reasons. For example, in Canada we have,two trans- 
continental railways so we get the operating benefits. You see here the 
benefits of the Canadian National System and the fact that there are only two 
railways, the Canadian National and the Canadian Pacific. It has given us an 
advantage in that respect. And I merely point out here, having regard to all 
the circumstances, that we have done a good job which is measured by the fact 
that we have the lowest freight rate per ton-mile of the world. 

Mr. Fuuton: Is that the Canadian average figure for Canada, or is it the 
system figure? — 

Mr. Gorpon: This figure here is the system figure. It is the Canadian 
National System only. 

Mr. BRowneE: Mr. Gordon has told us that if we had to pay interest, there 
would be another $10 million. 

Mr. Gorpon: I beg your pardon. ‘I mean there would have been a deficit 
$25 million and not $15 million. 7 

Mr. Browne: Your position is $10 million worse than it would have been 
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Mr. Gorpon: That is right, as a comparison of forecast and actual net 
operating revenues. 

Mr. BRowNE: How does that compare with the other system, the Canadian ~ 
Pacific? 

Mr. Gorpon: I do not know. 

Mr. Browne: That must be available to you. You are comparing your 
rates with all the other roads in the world. Are you not making a comparison 
with the Canadian Pacific? 

Mr. Gorpon: I have not got a copy of the annual report of the Canadian 
Pacific for last year. I do not think it is out yet. 

Mr. FULTON: I understand that their net earnings were down this year. 
That is a matter of public knowledge, I think. 

Mr. Gorpon: I have not seen their report so I could not say. Of course, I 
have seen newspaper reports, but I do not go along with newspaper reports 
in every case. 

Mr. Mutcu: Especially at such a time as this. 

Mr. Gorpon: I would like to see the facts for myself. ! 

Mr. MAcpONNELL: Are Canadian rates not uniform for both railways? 

Mr. Gorpon: I am talking about earnings and averages. Yes, that is 
right. As far as the result of the earnings of the Canadian National is 
concerned and the average revenue per ton-mile, that would be affected by the 
quality of traffic on the respective lines. We may or may not have carried a 
.larger volume of higher rated traffic than the Canadian Pacific and so forth. 
- But you are talking about the lowest average of freight rates, are you not? 


Mr. MAcDONNELL: That is my question. 
72990—4 
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Hon. Mr. CHEVRIER: On the table you have just referred to a moment ago 
there are given unit’ costs for Canada, and that is included by pallways in 
Canada. 

Mr. Gorpon: That is right. ae 

Hon. Mr, CHEVRIER: Whereas, in your report you refer to the unit cost 
of the Canadian National Railways. 

Mr. Gorpon: I am referring to the Canadian National Railways here. 
But when I refer to the lowest average freight rates to be found in the western 
world, I am@@palking about Canadian average freight rates per ton-mile and I 
am comparing them with other countries. 


Mr. MAcDONNELL: You said that our rates are lower than the United States 
rates. Could you give us a word in explanation of that? Does it have to do 
with the relative amount of our traffic which is longer haul, and also the 
Crowsnest Pass rates, which would seems to make it more difficult for our 
railways, with lower density of traffic, to get along with their rates? 


Mr. GorRDON: We are not getting along. That is the answer, and for the 
simple reason that although we have handled business totalling $675 million, 
nevertheless I am only able to report a surplus of $142,000. And by any 
standard of comparison with any other industry I submit we should have a 
surplus of from $20 million to $25 million, I should think. 


Mr. MACDONNELL: In* paragraph No. 5 you say: 


“Canadian National freight services, as measured by the average. 


revenue per ton-mile, has risen by only 38 per cent.” 
Mr. GORDON: Yes. 


Mr. MAcCDONNELL: I am not clear about that. I seem to have seen a 
figure within the last few days. I am sorry but I cannot remember where I 
saw that figure; but it was very much larger than that. 


Mr. BROWNE: It was 98 per cent. 


Mr. Gordon: Let me explain that. There are three different figures which 
are affected when we talk about a freight rate increase. The first figure is 
what is called the nominal freight rate increase—that means taking the over- 
all awards of the Board of Transport Commissioners and simply adding them 
together. They come to a figure as from 1948 when they started, of around 
98 per cent. In other words, if we had been able to take advantage of what 
we had been given permission to do we would have made an increase in our 
rates which would be represented by 98 per cent. But there is another 
practical figure. 


Mr. Browne: That would not necessarily mean an increase in your - 


income by 98 per cent? 
Mr. Gorpon: It would, if we had been able to collect it. 
Mr. BRownE: Did your rates have a bearing on the amount of traffic? 


Mr. GorRDON: We are permitted to raise our rates to that extent on freight 
traffic. But the practical thing is this: There is a great deal of traffic on which 


we cannot raise the rates. We cannot raise them on the Crow’s Nest Pass, 


and in connection with competitive traffic, and in regard to agreed charges, 
and things of that kind. So, if you try to explain just what has come about, 
you get into what is called the effective increase, and the effective increase in 
Canada turned out to be about 68 per cent. 

Now then, I come to the practical matter which is this fete here of 
38 per cent hecause that is all we have been able able to get as average revenue 
per ton-mile, as between 1928 and 1953, and that is affected by the quality 
of the traffic. So I am saying here that in running the railway we have 
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only been able to increase the average amount that we get for carrying goods 
by 38 per cent. Actually, the Board of Transport Commissioners have given 
us permission to raise the rates to the extent of 98 per cent. 


Mr. BRowne: That is not very widely understood. : 


Mr. Gorpon: No. And there is also this factor: I do not want to distort 
the picture. There are some phases of our freight traffic which will have 
to bear the whole 98 per cent; and there are also some phases of our freight 
traffic which will not have any increase at all. Therefore, we start with zero 
increase, being the statutory rates, the Crow’s Nest Pass rates, and range all 
the way up to 98 per cent, depending on what we can get. We watch our 
competitive traffic very closely. j 


Mr. BROWNE: Perhaps you would be good enough to say a word about 
competition. What is the most important competition which you have to face? 


Mr. Gorpon: The most important competition which we have to face is 
obviously that of highway trucking. They go after our most valuable traffic, 
our highest rate traffic. That is what our trouble is in regard to that type 
of competition. We are in this dilemma all the time and it is getting increasingly 
worse with each freight rate increase which the Board of Transport Commis- 
sioners awards us upon our representations regarding higher prices; including, 
of course, labour costs. 

The area in which we can get an effective increase without pricing ourselves 
out of the market is narrowing steadily. There are two ways of pricing one- 
self out of a market. It is not always competition. We can price ourselves 
out of a market if there are competitors who are willing to do the job at a 
less price. But we can also kill traffic which will not originate for anybody. 
It just kills off the shipper. 


A good example, I think, is this case: I was down yesterday looking at 


the Chateau Laurier hotel. You may remember the days when we had a 


lovely strip of awning down the side, and all Ottawa would come out there 
to have tea. And there was a beautiful orchestra playing there on Saturdays 
and Sunday afternoons. There were a great many questions decided under 
that awning, and under conditions of harmony which perhaps were very 
favourable. But that has now been priced out of the market. One reason 
would be the high cost of providing music. Another reason would be that 
of the working hours. It would mean another crew of waiters, and people 


will not pay the price. It does not mean that people still do not like tea: 


but whereas we served it at one time for, let us say, 35 cents, it might cost 
$2.50 today, and people will not pay that much for tea. They may be willing 
to pay it for other things, but not for tea. 


Mr. BRowneE: Yes, for a high ball. 


The CHAIRMAN: We seem to have covered “Volume of Freight Traffic’. 
Are we finished with “Review of Financial Results’’? 


Mr. Gorpon: May I make one correction for the record, Mr. Chairman? 


_ When I mentioned 98 per cent, I should say that that includes all the awards 


of the Board of Transport Commissioners. The actual increase up to the end 
of 1952 is only, nominally, 69:9 per cent. But when I mention 98 per cent, 
I take it right up to date. 


Mr. FULTON: On page 7, under ‘Freight Rates”, in sub-paragraph (2), 
at the end you say, when referring to this bridge territory between eastern 


and western Canada— 


fr 


Mr. GORDON: | Yes. 
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Mr. FULTON: You say: 

.the railways are permitted to seek a compensatory subsidy 
fom: government up to an aggregate amount of $7 million per year tor 
both major railways. . 

To what extent has the Canadian National Railways shared from that 
benefit in the year before us? ; 

Mr. Gorpon: I think we have that. The subsidy claimed by the Canadian 
National in respect of the last eight months of 1952 amounted to $1,605,000. 

We understand the Canadian Pacific’s portion was $1,672,731. That is the 
first impact of it. 

Mr. Futton: And just what did you ask for? 

Mr. Gorpon: That is what we claimed and that is what we got. 

Mr. FuLTon: Both figures are the same? 

Mr. Gorpon: Yes. You understand that we get no benefit from that. We 
get no benefit in the sense that we give up the amount in rates. We are 
merely made whole. 

Mr. FuLTON: Would you say that the total is $3,500,000 as between the two 
railways, and the maximum which. you can ask for is $7 million. Do you 
see a time coming when the maximum might be used? 

Mr. Gorpon: Yes, I think it will. There are only eight months there in 
1952; moreover, the policy bearing on the payment of the subsidy is under 
challenge at the moment. 

Mr. FULTON: From what source? ‘ 

Mr. Gorpon: From Canada Steamships and other carriers. 

Mr. FuLTON: And on what basis? 

Mr. GorDON: Roughly they think they should get a share of it. They 
think they are being prejudiced by reason of our reducing rates, and they 
believe the subsidy applicable as recommended by the Royal Cémmission 
should also apply to them. 

The CHAIRMAN: Are you through with your questions, Mr. Fulton? 

Mr. FuLtToN: No. I have one further question. What would result in an 
increased payment to you? Would it mean simply an increase in the amount of 
traffic that you carry over the “bridge’’? 

Mr. GorDon: Well, either that, or an extension of the particular items 
upon which we are requested to make a reduction of the rates. But that is in 
the hands of the Board of Transport Commissioners. 

Mr. FuLToN: But under the present rates the only way you would be 
entitled to an increase would be by actually carrying more traffic? 

Mr. Gordon: That is right. We are supposed to get back in the form 
of subsidy whatever we give up in the form of rates. 

Mr. FuLTON: As a concession to the SUDBER 

Mr. Gorpon: That is right. ; 

The CHAIRMAN: Now, Mr. Carter. 

Mr. CARTER: I wonder if Mr. Gordon could explain something in respect 
to the graph which appears on page 10. In that graph the white line is 
coming down and the black line is going up. Does that have any particular 
significance in reflecting more favourable trends for the coming year? 


Mr. Gorpon: No. I want to repeat that this is merely an attempt to 
demonstrate the extent to which the railways have fallen behind in the race 
to raise the prices for their services as compared with what all the other 
suppliers, such as are included in the wholesale price index, have been able 
to get. The people included in the wholesale price index, the people who 
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produce the goods and distribute them to the Canadian market, have been 
able to increase their prices from 1939 through to 1952. That is the way 
it is shown up in the chart. The index goes to a peak of over 240 per cent. 
Just now it is about 230 per cent; whereas the price which the railway gets 
for its services in the Canadian market has risen much less. They have been 
able to get only an increase up to 43 per cent, with the index being 143. 
_ Mr. CarTER: But now they are beginning to approach each other, are 
they not? . 
Mr. Gorvdon: I do not think you can read that into it. It will depend on our 


‘situation in regard costs of material and labour. As Mr. Macdonnell asked 


me, in regard to general supplies, I felt we had now approached a place 
where specific increases did not appear to be indicated. But that can change 
very quickly as it has done in the past. 

Mr. BROWNE: In connection with the lines which are operated in the 
United States, are they governed by American freight rates over there, or by 
Canadian? 

Mr. Gorpony They are governed by American freight rates. 

Mr. BROWNE: Do you include them in this list of low freight rates which 
you have in Canada? 

Mr. GORDON: We report on the Canadian National Railways total, and that 
covers the whole system. 

Mr. BROWNE: It would be boosted a little by that factor, would it not? 

Mr. GORDON: Yes. 


Mr. THomas: In effect the material which the Canadian National is 
buying, if that white line were to continue to go up rather than to go down, 
would go to the 230 mark as the wholesale prices have? Would that be a fair 
statement? A 


Mr. Gordon: That does not necessarily follow. The wholesale price index 
is more or less a measure of the price of goods going to the market. Included 
in those goods may be the things which we buy, and some of those prices may 
be coming down while others may be going up. But as a general rule, our 
railway supply prices do not diverge very much from the wholesale price 
index. They would probably be reflected about the same. 

Mr. KNIGHT: I want to ask Mr. Gordon about the difference in the rates of 
haulage charged by the railways on automobiles in different parts of the 
country. I am thinking particularly about English cars. There are people’ 
who think that there is some discrimination against English cars. I do not 
think it is a purposeful discrimination, but there is a difference in the rates 
which have to be paid on those cars which are imported from the other side, as 
compared with cars which are manufactured in this country. I think it would 
at least clear up the matter if we could put on the record whatever the expres- 
sion is for the ton-mile rate from, let us say, from Montreal to the middle west, 
perhaps to my own point, Saskatoon, in comparison with the rate from the 
point of Canadian manufacture such as Oshawa or Toronto or Windsor? 


The CHAIRMAN: Would you prefer to give the answer now or to supply a 
statement later? 


Mr. Gordon: Yes. If I could get exactly what you would like to know, 


I would have to check on it. I have not got that immediately available. 


Mr. KNIGHT: Would you care to offer a word of comment on the matter of 


_the differential, or as some people say, ‘the discrimination”’. - 


by amaaeaieas 


The CHAIRMAN: I think it would be more accurate if we waited for the 


evidence of the statistician, and then Mr. Gordon might comment on it. I will 


undertake to see that the point will not be overlooked: I have made a note 
of it. 
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Mr. KNIGHT: Very well. Thank you. 

- Mr. McLure: Who are the personnel today of the governing body of the 
railways, namely, the Board of Transport Commissioners? It seems that on 
every page we read they are quoted as being the supreme authority. Who 
constitutes the personnel now of the Board of Transport Commissioners? . 


Mr. Gorpon: The Chief Commissioner is Mr. Justice Kearney, The Assis- 
tant Chief Commissioner is Mr. Hugh Wardrope. Perhaps Mr. Lessard could 
name the others. 


Hon. Mr. CHEVRIER: Perhaps I could give you their names. There is Com- 
missioner F. M. MacPherson, from the western region; Deputy Chief Commis- 
sioner, A. Sylvestre, from the Province of Quebec; Commissioner H. B. Chase 
from eastern Canada, and Commissioner O. A. Matthews who was recently 
appointed. 


- The CuarrMAN: Are there any further questions on “Volume of Freight 
Traffic’’? 
Carried. 


Mr. MAcDONNELL: In paragraph 11 you referred to the decline in our pulp- 
wood shipments and you referred to the use of stockpiles as the explanation. 
I think you have a sentence where you say that other important increases were 
shown in bituminous coal. 

Other important decreases were shown in bituminous coal, lumber, 
wood pulp and paper products other than newsprint, as a consequence 
of market conditions. 

Can you say a word or two about it so that we can geta picture of what is 
likely to be the future situation in the transport business? ood 


Mr. Gorpon: Yes. Market conditions I would say are referred to gener- 
ally there, and in regard to bituminous coal they are influenced by the 
extremely mild weather all through the east. And in regard to forest products, 
there has been a softening of the market, a general softening. 


Mr. MACDONNELL: Where? 


Mr. Gorvon: It would affect any lumber producivg area which is shipping 
now to world markets. British Columbia would be an outstanding case. Our 
shipments in British Columbia are affected substantially. There is also a sub- 
stantial Ontario market, but the main market would be that of British Columbia. 


Mr. MacpoNNELL: Is it due to foreign competition? 


Mr. Gorpon: No. They are world-wide. I spoke of a market for forest 
products in the last year. That has pretty wide economic ramifications. I am 
just dealing with the advances. 


Mr. MacpoNnNELL: One further point. Could you say anything as to whether 
we have been losing our relative place in any markets? 


Mr. Gorpon: No, I do not believe we have in any general way. I see no 
sign of it. 


Mr. MAcDONNELL: In foreign markets? 


Mr. Gorpon: No. As far as I can judge. I do not think we are losing our 
relative place at all. 


Mr. McCuuLocH: There is a serious situation down in Nova Scotia in 
regard to the small mines and I have a telephone message from the Minister of 
Mines for Nova Scotia, the Honourable Alex McKinnon, saying that in West- 
ville the mines will likely have to be closed down if they do not get assistance 
from the C.N.R. And I have also a telegram from the Honourable A. B. de Wolf. 
in which he states that the mines at Westville would probably have to close 
failing assistance from the C.N.R. : 


RAILWAYS AND SHIPPING 55 


Now, the town of Westville has a population of between four and five 
thousand people and the only industry there is the coal mines. During the 
last war the Westville mine gave the C.N.R. practically all their output at a 
price much lower than they could have sold it to individual customers and 
I think it would only be fair for the C.N.R. to take same interest in the Westville 
mines, even if they had to buy 100,000 tons less from the United States mines 
and give it to the small operators in Nova Scotia who helped the railway to 
keep going during the war. The C.N.R. during the last war used coal from the 
small mines in Nova Scotia and I think they should be congratulated on the 
way they handled the freight, the troops, and the passengers during the war. 
And they used all of the coal they could buy from the small operators down 
there and I do not see why they do not buy coal from the small operators now. 
I know what the answer will be—the coal is not suitable. But, if they could 
use the coal during the war, they can certainly use the coal now in order to 
keep a small town like Westfall going with about 300 miners who will be out of 
jobs. I think the least they can do is give small orders to the small mines. I 
think Mr. Gillis could vouch for that as well as myself. 


Mr. Gordon: Mr. Chairman, I certainly do not like to find myself in the 
role of appearing to be a hardhearted person putting people out of employ- 
ment, but I know of no authority that exists in the Canadian National Rail- 
ways to accept the responsibility for keeping any particular industry alive by 
providing a subsidy above market price. Our position is we buy all the 
acceptable Canadian coal offered to us at the present time if the cost is com- 
petitive with the United States’ coal, and when I say the cost is competitive 
I am making allowance for any subventions which may be provided by any 
authorities for the purpose of making Canadian coal competitive. 

In some of the mines there is definitely a question of acceptability. We 
have situations where the coal is of such poor quality it will not move our 


- locomotive from one coaling point to another. 


SS es oe 


Mr. McCuLLocH: Did that happen during the war? 

Mr. GORDON: I cannot answer that specifically, but I would judge that 
the coal made available during the war was not necessarily the same coal 
being produced today. We have every desire to buy Canadian coal. We bend 
over backwards to buy Canadian coal, but we cannot buy coal that will start 
a locomotive off and will not take it to the other coaling point making it 
necessary to send another locomotive to bring it back. : 

Mr. McCuLLocH: Have you had that happen? 

“Mr. GorDon: Yes. The coal has to be acceptable in the sense it will 


meet the performance requirement and secondly it must be competitive with © ~ 


other coals provided elsewhere. I have some figures. Here is the basic diffi- 
culty with the Maritime coal situation: The fact is the mine head cost of 
Sydney lump coal is $9.30 a ton. The mine head. cost of United States coal, of 
generally better quality or better than the Sydney quality, is on the average, 
only $4.14 a ton. Now when you start off with such a fundamental difference 
there is your trouble. We add to United States’ coal the cost of hauling to the 
border, the duty and all the other factors and then compare that with the 
Maritime Provinces’ coal with our bare cost of hauling to the consumer point, 


and if we get a diffferential in favour of the United States coal we buy United 


States coal. We get differentials that run as high as $3.39 a ton in favour of 
American coal laid down in New Brunswick. 
I cannot see for the life of me how I could be authorized to provide these 


~ coal mines with what is to all intents and purposes a concealed subsidy. 


I am not authorized to pay subsidies. There was a time I did. But I am not 


- going to undertake to pay subsidies through the Canadian National Railways. 
Iam perfectly willing to say I will bend over backwards and defend myself 
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against criticism if need be to buy Canadian coal, but I would be open to 
very sharp criticism for using moneys in that way. It is not my job to pay | 
subsidies. If there are going to be subsidies paid to any industries I suggest 
it is the responsibility of the government and should go to the floor of the 
House of Commons. 


Mr. GILLIS: I do not agree with Mr. Gordon’s statement. Mr. McCulloch 
made an appeal on behalf of the small coal operators in Nova Scotia. 
Mr. Gordon gave us a general survey of the whole industry. Now, the small 
operators visited Ottawa here a few weeks ago and the basis of their complaint 
and what created the immediate problem was the dieselization program. The 
coal Mr. Gordon says will not pull a train has been used by the C.N. for 
many years. Practically the only market the small operator had was the 
market which dieselization has practically wiped out. I think the matter 
can very easily be resolved. I asked a question whether the C.N.R. was 
importing American coal and if so what was the tonnage. I got an answer on 
March 16. For 1951 the C.N.R. imported 4,617,317 tons of coal and in 1952 
they imported, 3,675,589 tons of coal. In the small places Mr. McCulloch is 
talking about there are only employed 1,500 people who have an investment 
in these small communities. Most of them are located not too far from New 
Brunswick. There is nobody can tell me that if an operation like the C.N.R. 
is importing that amount of American coal and stockpiling considerable of 
that in New Brunswick and in Quebec, that the Canadian National Railways 
could not hold back a very small fraction of their import from the United 
States and use the coal of the small operators in Nova Scotia and New Bruns- 
- wick on the C.N.R. until such a time as a solution can be found for that 
problem. It is not a very big one. I do not think it necessitates subsidies. If 
it does then you are correct in saying the House of Commons should take care 
of it. 


Mr. Gorpon: If the price we have to pay for that coal — I am leaving 
aside the question of unsuitability — if the price we have to pay for that 
Canadian coal is substantially greater than U.S. coal would you not agree 
that is a subsidy. 


Mr. GILLIs: Yes, certainly. And I would say you are justified in paying it. 
Mr. GorDON: I have no authority to pay subsidies. 
Mr. Giuuis: I know. But, Mr. Chevrier will take care of that. 


Mr. Gorpvon: No authority can be given to me in law unless it is a law 
passed by the House of Commons. 


Mr. McCutiocu: Could you not pay small operators the same price as 
Sydney coal? 

Mr. GiILuis: You figure pit head coal $9 as against $4.14 in the United 
States. Are you taking the average cost of coal produced in Nova Scotia? 
Dominion Coal Company mines are high cost. They produce coal by submarine 
long hauls and they are going through a mechanized program. If you had 
figures for small operations you will find there is a big difference. I do not 
think their cost adds up to that. 

Mr. Gorpon: I have the prices of our Canadian mines here and I can 
give them to you. I do not think it is fair I should mention the mines. Of 
the five mines listed here they range from $9 to $9.30 and a high of $9.60. 
There is only one at $8.75. All the others range from $9 and the top is $9.60. 

Mr. Gitu1is: Have you got a figure for that Drummond operation? Inter- 
colonial. 

Mr. Gordon: The price is $9. 

Mr. GiLuis: ‘Do you not think it is reasonable, say for a period of time 
to pay that? This was brought on pretty suddenly. 
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-Mr. Gorpon: This situation in regard to the maritime provinces coal has 
been under discussion for many many years and you have had ample warning 
as to what was likely to take place. : 


Mr. Giuuis: The problem of the small operators Mr. McCulloch makes 
his appeal for, came on because of diesel engines which replaced coal. Is it 
not possible to have any mined coal produced there for a year or so by holding 
back some of your imports from the United States? : 

-. Mr. Gorpon: If you can tell me what justification I have to pay to Inter- 
colonial—if that is the one you are talking about—higher than the market 
price for coal and refuse to do so for other purchases, then I might see some 
merit in it. 

Mr. Giuuis: Do you say that it is the high cost of coal that prevents 
marketing coal with the C.N.R. and not the installation of diesel engines? 

Mr. Gorpon: It may be. ee 

Mr. GinuIs: They do not say so. 


Mr. Gorpon: It does not necessarily follow. I am giving, you the facts. 
I have no other purpose to serve. I am giving you the truth. The Canadian 
National Railways will buy all the coal that is being mined in the whole of 
eastern Canada. If they are prepared to offer us acceptable coal we will take 
all they can produce provided they can lay it down at the coaling point at 
a price competitive with United States coal. We have a need for coal in the 
provinces of Ontario and Quebec right now, and for many years to come, 
far greater need than the total production of these mines if they can get 
their costs comparable at the coaling point. That is the only point at issue. 


Mr. Gruuis: Then the position is I take it that as head of the C.N.R. as 
far as you are concerned, it is a matter of dollars and cents, and there is no 
solution, as far as you are concerned, and that now it goes: to the government 
as a matter of subsidy. 


Mr. Gorpon: I have no views to express as to how the price is determined 
of coal that is delivered to me as long as it is comparable with United States 
coal, but I can assure you we will give Canadian coal mines every possible 
break in the matter of differential. 

Mr. McCuLLocu: What can you land American coal at Moncton? 

Mr. GORDON: They all vary but I can land Moncton coal at S1Z:00% 

Mr. BRowNnE: From where? . 

Mr. Gorpon: From the U. S. coal minehead in this particular instance. 
Mr. Browne: Any spot you have in mind? 

Mr. Gorpon: I do not want to mention names, but I am dealing in averages. 
Mr. Browne: Carried on train or steamer? 

Mr. Gorpon: By train. 

Mr. Browne: It would be from Pennsylvania. You can tell us that. 


Mr. Gorpon: I have not got enough information. I would need more 
analyses, and I am taking this for the purposes of example. Each case is 
analysed, when we have coal offered to us, to see whether or not we can buy 
shipments of United States coal delivered in Moncton at certain prices, but I am 
just giving as an order of magnitude the average price of the United States 
coal at minehead as $4.14 a ton. 


Mr. Browne: And that include the whole system? 

Mr. Gorpon: It includes coal we purchase from the United States regard- 
less of origin. 

Mr. Browne: But from Pittsburg to Detroit or Windsor is a very short 
haul, but you take the long haul from Pittsburg to Moncton. 
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Mr. Gorpon: It does not matter. The point we are concerned about is 
the price at which we can buy coal delivered laid down in Moncton, and we 
do not care where it starts from. If we can buy American coal starting from 
any point, and charge that coal with factors such as duty and haulage cost, and 
lay it down in Moncton at a price substantially below at what we can get 
Canadian coal, then that is the comparison we make. 

Mr. GILLIS: You are only dealing with coal that goes to Moncton. 

Mr. Gorpon: In this particular example. We also have coal, say, at Mont 
Joli. We have coaling points in western Canada. But when we talk about 
coal supplies, we talk about the price we are prepared to accept at the point 
of delivery. We do not care where it starts from, so long as it is of comparable 
quality. Our test of whether or not we will buy that coal is the laid down 
cost at the coaling point regardless of origin. 

Mr. CHURCHILL: $12.39 at Moncton. 

Mr. GORDON: The example I have taken is $12.33 compared with for 
example from Sydney coal mines after allowing for various factors of about 
$13.04. 

Mr. GILLIs: You have landed it for less than that fora Westville. 

Mr. GorpDon: Yes, that would be so, and we take that into account. 


Mr. GILLIS: Why are they not marketing that coal? Why is that mine 
threatened with closure? . 


Mr. Gordon: We do use Canadian coal, but we can buy United States coal 
much cheaper that we can buy Canadian coal at some points in Nova Scotia 
and New Brunswick. 

Hon. Mr. CHEvRIER: I think you had better put the figures on the record 
of how much Maritime coal is being bought. 


Mr. GORDON: Here is a statement of purchases last year—it is distinct 
from consumption. We bought, 734,085 tons of eastern Canadian coal. Of 
western Canadian coal we bought 797,291 tons; that is a total of 1,531,376 tons 
of Canadian coal. The total cost of that was $13,230,207. 

_ Mr. CHURCHILL: What is the comparison with the preceding year? 

Mr. Gorpon: In 1951 we bought eastern Canadian coal 1,043,085 tons. 
Western Canadian coal we bought 691,962 tons, at a total cost of $13,780,063. 
In other words the dollar cost is about half a million dollars less in 1952 than 
it was in 1951. 

Mr. CHURCHILL: What is the difference in volume? 

Mr. Gorpon: In the volume is a drop from 1,735,000 to 1,531,000 tons— 
roughly 200,000 tons. 

It may be of interest to give the United States coal figures. I might as 
well give it. The situation there is that the consumption of United States coal 
has fallen very substantially because again the use of oil both for diesel and 
oil burning steam locomotives in the west.is steadily increasing. ‘These figures 
are based on actual purchase invoices passed; we have bought in 1951 from the 
United States 5,239,419 tons and in 1952 we bought 4,265,209 tons. 


Mr. GILLIS: They ‘are out quite a bit. The figures from the department 
were for 1951 4,617,377 tons and in 1952 they gave me 3,765,589 tons. 


Mr. GorDon: But you asked for imports. 

Mr. GILLIS: Yes. 

Mr. GorDOoN: Well you did not ask for the right thing. 
Mr. GILLIS: These are purchases. 


Mr. Gordon: You could not buy it in this country if you did not import it, 
but there is a time lag between imports. We have been very carefully trained 
to answer exactly what we are asked for. 


\ 
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The CHAIRMAN: On this coal question, I think the committee has listened 
to it perhaps quite as long as we should, and I suggest if there are any further 
questions, they should be in writing and they will be answered in writing. 
Freight rates— | : 

Mr. BRownE: A question on number four there. Could you give any 
information on that. There are no figures given there. 

The CHAIRMAN: Point four, no. Freight rates, page 7. 

Mr. Gorpon: This is, I will just have to confess, a very complex technical 
matter and it does not amount to a hill of beans in terms of revenue. It is a 
slight increase, but it does not amount to anything important. It is a technical 
adjustment. I could give you precise details. 

Mr. Browne: As long as it is not substantial. 

‘Mr. GorpDon: No. 

The CHAIRMAN: Freight rates carried? Passenger traffic? 

Mr. CHURCHILL: On paragraph 3, what is meant by “parallel action by the 
Interstate Commerce Commission.” What bearing has that? 

The CHAIRMAN: Where is that. 

. Mr. CuurcHIL: Subparagraph 3. ‘These orders followed parellel action 
by the Interstate Commerce Commission in the United States.” 

Mr. Gorpon: They did the same. The international rates affected both of 
us and they issued the same order as we did. 

Mr. CHURCHILL: Is that always done? 

Mr. Gorpon: Yes, it has to be done, otherwise you get a difference in the 
overhead traffic. 

The CHAIRMAN: Freight rates carried. We have reached the adjournment 
period. 

Mr. MacpoNNELL: I have one or two questions with regard to 10. 

The CHAIRMAN: Perhaps we can clean that up. 

Mr. MAcDONNELL: It is a question of rates equalization which I would 
like to hear from Mr. Gordon on. case 

Mr. Gorpon: I would like to say this about freight equalization, that the 
subject is under investigation by the Board of Transport Commissioners and 
hearings are being held all across the country. Naturally I would be reluctant 
in expressing an opinion here. It is really under trial by the court. As it 
stands now everybody concerned can express their opinion before the board. 
We will in due course make a submission to the board and so will the C.P.R. 


Mr. MAcDONNELL: Can you enlighten us about the problem without giving 
your conclusions on it. The scope and size of the investigation. Can you do 
that. 


The CHAIRMAN: We will adjourn until 3.30. 


AFTERNOON SESSION 


The committee resumed at 3.30 p.m. 


The CHaiRMAN: Gentlemen, we have a quorum. Mr. Macdonnell, you were 
asking some questions with regard to the equalization of freight rates and 
Mr. Gordon indicated that the matter was more or less sub judice. Would 
you like to make a comment? 


Mr. Gorpon: I might make a comment, Mr. Chairman. 
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Mr. MACDONNELL: I say this with great deference, Mr. Chairman, but I did 
have the feeling this morning that perhaps we were being a little hurried. I 
regard this committee as having a tremendous responsibility. 


The CHAIRMAN: I think we all do, Mr. Macdonnell, and if I have been © 


hurrying you in any way, I apologize. 


Mr. MACDONNELL: I hope you won’t think me a problem, yet I find these 
things very difficult and perplexing and‘I cannot grasp them very quickly. 
Consider this question of equalization. I cannot help but feel that Mr. Gordon 
considers it a pretty complicated thing to talk about. Nevertheless I do feel 
there is a tremendous principle here. I have looked at the Turgeon report in 
the interval and I wonder if the witness could not give us an understanding 
of this matter because it does seem to me that it is a vital cimeculty: in our 
whole freight rate structure. 


Hon. Mr. CHEVRIER: May I say this with respect to that problem: We have 
carried out the recommendations of the Royal Commission on Transport. We 
have put into effect by way of an Act, an amendment to the Railway Act, and 
we have given directions to the Board of Transport Commissioners under 
Order in Council 1487 to go about the equalization of freight rates. The 
board is proceeding by way of study and investigation under the legislation, 
first of all, passed by parliament, and secondly, under the direction given to 
them by the Order in Council. It is pretty hard to answer a question of what 
is going to happen when they are studying that very thing. So I think I 
should interject at this point that the board, as Mr. Macdonnell knows, have 
set Vancouver, Regina, Edmonton, and all the provincial capitals, including 
Ontario and Quebec, as places where they should invite the public to come 
and make representations on this very issue. To what extent we can go into 
that I do not know. I do not think we could go into it in detail other than in 
a very general way. 


Mr. MACDONNELL: I bow to you, and if Mr. Gordon feels there is nothing 
that can usefully be said, I shall not persist in my questioning. 

Hon. Mr. CHEvrRIER: I would not like to see the problem interferred with 
at this time because I consider it of such importance, particularly to the 
extremities of Canada which are suffering from these economic, climatic, and 
geographic difficulties which they complain about. 

Mr. CHURCHILL: Are you speaking about equalization of freight rates or 
about the problems generally? 

Hon. Mr. CHEVRIER: I refer to the two problems: the problem of equaliza- 
tion referred to in the legislation adopted by parliament, and also to the 
investigation which the board was ordered to make by the government. I refer 
to both of them together. 

Mr. MAcDONNELL: Well, Mr. Chairman, if Mr. Gordon thinks there is 
nothing that can usefully be said by way Ye comment on the situation, I shall 
not press it. 

Mr. Gorpon: I think I may make a comment on ae in order to set it in 
perspective, which will indicate the nature of the problem. I take it that is 
what you are really interested in? 

The nature of the problem first of all is this: the railways are in agreement 
with the general principle that there should be equalization of freight rates, 
that is to say, on the general idea that so far as practicable every part of Canada 
should pay the same rate for movement of the same specific commodity from 
one point to another. But it must also be kept in mind that whatever is done 
in the matter of equalization of freight rates as between one section of Canada 
in comparison with another should not and must not operate to reduce the 
- over-all revenue of the railways. They cannot afford it. 
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The problem before the country, then, is how you can give everybody some- 
thing and take nothing away from anybody. I have never been able to solve 
it. But as a means of getting it before the board, the board has set up certain 
specific rates which will come into effect on January 1, 1954. But as I stated 
in the report, the board particularly stated that they were setting down a scale 
in order to provide an opportunity, to give something concrete, whereby all 
across the country every person with views on the subject will have something 
to focus his attention upon and will be able to argue against something concrete 
in respect to the first scale of rates which the board has set down. These rates 
are not put into effect, nor will they become effective until the board has held 
hearings all across the country. 

You cannot give something to everybody and yet take nothing away from 


anybody. Also, because of economic conditions in various parts of Canada, you 


will have certain exceptions no matter what equalization may be done. As it 
is now with competitive rates and things of that kind, one must be guided by 
economic factors in a given area. That roughly sets out what the problem is. 
} Everybody is against sin, but what are we going to do about it? 

Mr. MAcDoNNELL: Leave it for other people. 

Mr. Gorpon: That is right.. 

Mr. MACDONNELL: I think you have stated it very dramatically, Mr. Gordon. 

Mr. Gorpdon: That is the core of the problem. That is what the board is 
trying to study now and they have started off in what I think is a practical 
approach of the problem. They have set down for examination a scale of rates 
just as a means for every interest in the country to appear before the board, 
including the railways and the other shipping interests in the country. They 


a 


~ will be invited to come before the board and talk to the subject. 


Mr. MACDONNELL: Are these two requirements, first of all, that the railways 
shall not get less? Is that the first part of it? 

Mr. Gorpon: That is part of the problem which ene railways would point 
out, that they cannot survive with an over-all average revenue return of less 
than they are earning now. I think the report justifies it. 

Mr. McLureE: How about the consumer and the producer. How is he going 
to survive if he has got to pay all the shot? 

Mr. Gorpon: In the same way that he must survive in paying the price 
for any other service that he gets. He has to pay rent and he has to pay for 
his heating the same as everybody else. Railway freight is simply a service 
the same as any other service that he might require in order to exist. 

Mr. McLure: In your railway traffic do you take in truck traffic as well 
as railway traffic in coming to your volume of freight? 

Mr. GorRDON: Our revenue figures include revenue from every source, 
from trucking or anything else. 

Mr. McLure: Has your truck revenue increased year by year in comparison 
with what you considered it would when you went into the trucking business? 

Mr. Gorpon: I have not got before me the actual figures, but trucking 
in relation to our railway freight revenue is negligible. It is very small. 
That is, our own earnings in trucks that we own are very small in relation to 
over-all railway freight. 

Mr. MAcDONNELL: You have come to that in connection with some of the 
statements about new equipment? 

Mr. GORDON: Yes. 

Mr. MACDONNELL: One other question under the heading of equalization. 
Do I understand that it is recognized that in making these rates the board has 


to have regard to the hard facts of competition? 
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Mr. GORDON: Quite so. 
~ Mr. MacDoNNELL: Then may I ask a special question about a fuse which 
we have heard so much discussed a year or so ago, and that was the rates to 
the coast in comparison with the rates to Alberta and other points in the 
prairies, and that was by reason of meeting water competition? 


Mr. GoRDON: We are compelled to do that. | 
Mr. MacpDoNNELL: Does that still stand out as one of the recognized factors? 


Mr. Gorpon: I would say that in the course of examining what can be 
done to achieve equalization, and in discussing equalization of rates, local 
economic conditions or local industrial conditions will remain a factor in this 
country. Let me put it this way: After all, water compelled rates are simply 
competitive rates, and either we give up the business or we meet the rates. 
We as a railway must make that decision every day in the week, whether it 
is in connection with a truck, a ship, a pipe line, or anything else, or any other 
form of competition. We must meet it. We are in the most fiercely competitive 
business in the world and we have to make decisions every day in connection 
with our rates. | 

You see, the principle is that in general freight rate cases the Board of 
Transport Commissioners is really setting a ceiling on rates. They are setting 
the rate this far and no further. Now, we can operate underneath that rate 
or we can go up to it in many cases, you.see. But if we find that we are 
at the top of the rate and we cannot get the business, we have to begin to 
figure out if it is to our advantage to come down, and we finally reach a point 
where we have to decide whether it is a compensatory rate or not. If we go 
below a compensatory rate, and then if anybody alleges that we are quoting 


a rate which is below our cost, that person can go to the Board of Transport 


Commissioners and complain that we are being unfair to him. 

We are the only outfit in the country which is under that obligation. 
We cannot go below a compensatory rate because of complaints. 

Mr. MACDONNELL: You have both a ceiling and a floor? 

Mr. Gorpon: That is right. We have to prove that any rate is compen- 
satory at any time, should anybody appeal against it. 

Mr. MACDONNELL: Just what does compensatory mean? JI remember having 
had something to do with a manufacturing concern and there was always 
an argument that one department lost money. And they always argued that 
they contributed so much to the overhead that they did not lose money. 
So how is compensatory arrived at? 

Mr. Gorpon: A compensatory rate is a rate which takes into account the 
nature of the business, the out of pocket cost in respect to upkeep of equipment, 
labour and so on in the operation that we put in, and a share of the overhead. 

Mr. MacpDONNELL: What is that last? The other things you mentioned 
were operating things? 

Mr. GORDON: Yes. 

Mr. MacpoNNELL: What was that share of the opened 

Mr. Gorpon: It would cover everything and it is a very complicated 
thing to get at. It is not something I could attempt to be an expert about. 
We have a very efficient bureau of economics which analyzes these figures, and 
when they are challenged, they appear before the Board of Transport Com- 
missioners. And the board also has competent experts who examine these 
figures. And we demonstrate how we arrive at a compensatory rate. 

Mr. MacDONNELL: Your company may have very different ideas about how 
to determine a compensatory rate. 

Mr. Gorpon: That is right. 
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Mr. MACDONNELL: Can anyone challenge it? 

Mr. Gorpon: I think that is the law. } 

Hon. Mr. CHEVRIER: It is in the Transport Act. 

Mr. MacDONNELL: But who in practice does challenge it? 


Mr. Gorpon: In practice it can be challenged by any shipper. Let me 
give you a concrete example. We try at times to make what are known as 
agreed charges. We will make a bargain with a given shipper according to 
which the shipper will undertake to ship a certain percentage, or all, of his 


-shipments via Canadian National, and in return for that promise we will give 


him a special rate. 

Now, a trucker might come along and say that we were quoting a rate 
which was below our cost and that in doing so we were putting that trucker 
out of business. So you see, if we answer the trucker’s competition by putting 
in an agreed charge, then a shipper may go to the Board of Transport Com- 
missioners and say that the railway is using its position because they can 
survive longer than he can, to put him out of business. 

Mr. MACDONNELL: Have you the same right as against the ficken? 

Mr. Gordon: No. There is nobody to go to in connection with the trucker. 

Mr. GILLIS: And that line of action cannot be taken against the Canadian 
Pacific Railway. 

Mr. GorDon: Oh, yes. 

Mr. GILuLis: I thought you said you were the only people in Canada. 

Mr. Gorpon: I am sorry. I tend to regard myself as the only railway. 
I was thinking of the railways. 

Mr. MACDONNELL: You were ignoring the Canadian Pacific this morning. 

Mr. Gorpon: I simply said that I could not speak for them. 

Mr. MutcH: Are you sure? 

Mr. MACDONNELL: Yes. 

Mr. MutcH: A moment ago you were speaking of fixing these Pacific coast 
rates and a question was asked whether or not the water rate was a con- 
sideration in fixing those Pacific Coast rates. Do you really suggest that water 
competition between Montreal and Vancouver is in fact competition at all? 
And if you do so suggest, have you any idea what tonnage is available to 
the public? 

Mr. Gordon: I am afraid that you are getting me not only into water 
but very deep water in that respect. I cannot speak as an expert on freight 
rates. I can only deal with general principles. But generally speaking water 
compelled rates are the rates which we have to meet in regard to these 
transcontinental rates. Every case has got to be judged on its merits; every 
case has to be judged on the facts. We have had to put in rates which will 
compete with rates for gools being shipped from Britain by boat to Vancouver. 

Mr. MutcH: That is understandable. 


Mr. Gordon: Yes. .The other day we discussed a rate which was in connec- 
tion with iron pipe, or something like that, which could go by boat against 
us and be delivered in Vancouver at a better rate. So you see, each one of 
these things has to be considered specifically on the facts of the particular case. 
I do not think it applies today, but there was a water compelled rate in regard 
to a movement where ships would come out of Vancouver harbour and deliver 
lumber right to Montreal or Toronto via the Panama Canal. In that case the 
railways had to decide whether or ‘not to meet that rate. 


Hon. Mr. CHEVRIER: That is why the transcontinental rates are so low. 
Mr. Gordon: That is exactly the case. 


ts 
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Hon. Mr. CHEVRIER:. If the anedontineneal rates were increased the ) 
shipping companies would come in. . 

Mr. Mutcu: That is a very interesting suggestion SHE. we whe had 
given to us over and over again. But I for one treat it with no regard because 
I have been at some pains to discover what is available in the way of 
competition by ships. 

Mr. Gorpon: At the present time it is very little. 

Mr. Mutcu: Yes, at the present time it is very little, and the railways , 
are sitting in the beautiful position that if anyone be fool enough to invest 
money in ships—it would be probably more expensive to procure ships today 
than rolling stock,—before those ships could be constructed, you could put 
them out of business by shifting the rates. 

Mr. Gorpon: That means of course that everybody is allowed to be 
competitive except the railways. 


Mr. MutcH: That has been argued time and again with respect to that 
particular matter, but I think the argument could be used both ways. To say 
that these competitive rates are water compelled from Montreal to Vancouver, 
I think, is a phoney. I wonder what you think about it. 


Mr. Gorpon: I do not know what you mean by the term ‘‘phoney’’? 


Mr. Mutcu: I do not think these are competitive rates at all. I do not think 
they have any potential or real competition. 


Mr. Gorpon: I beg to differ with you there. I know from actual experience 
gained long before I got in the railway business that there was a time when 
shipping carried a great deal of lumber from British Columbia, for instance, 
and other goods, and brought it over through the Panama Canal and delivered 
it in the ports—note the word ‘“ports’—of Montreal and Toronto. What has 
been done before can be done again. Economic factors have a habit of chang- 
ing from time to time. Nevertheless, what has been done once in that respect 
can be done again, and it will be done again—in my opinion it will be done 
again if this trend of constantly rising prices continues. That is something 
along: the lines of what we have. been discussing this morning, that there will 
come a time when we will price ourselves out of that market, too. Merely 
because at a given point today the shipping companies are not able to do what 
you suggest does not mean that it will remain that way forever. Take the 
St. Lawrence Seaway for an example. 


Mr. Mutcu: If they offer you competition, there is nothing to prevent you 
from pricing yourself back into. it. 


Mr. GorDoN: Yes, that is right. 


Mr. MutcH: And you have that hold over anybody who cit be rash 
enough to invest capital in shipping. 


Mr. Gorpon: I do not know about that. Here is an advertisement which 
has just been handed to me which shows a Canadian intercoastal service, 
between Montreal and Vancouver via the Panama and United States ports. 
Here is a steamship service available to you right now operated by Saguenay 
Terminals. There is no doubt about it, the competition is there, but whether 
at the moment they can give us effective competition is a point. It all depends 
on what we are able to do. 


Mr. Gituis: The St. Lawrence Seaway will put you out of business then? 


Mr. Gorpon: No, I do not believe that. It is generally thought that the 
St. Lawrence Seaway will generate enough in the way of industrial power 
that it will develop Canada in a way the railways cannot help but benefit. 


Mr. GILuis: That will be just from Montreal westward. ~ = 
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Mr. Gorpon: We are all going to get our share of the business if we are 
efficient and can meet the competition. 


The CHAIRMAN: Any further questions? 

Mr. MACDONNELL: Mr. Gordon, you raised the subject of the St. Lawrence 
Seaway and made an interesting observation about it. It is a matter of very 
great interest. How much diversion of your line, of your main line, from 
Montreal to Prescott will be involved through the construction of these works? 

Mr. Gorpon: It starts right outside Cornwall, mostly. 

Mr. MacDONNELL: You are not going to submerge Cornwall, are you? 

Mr. GorDOoN: No, it is in the area west of Cornwall. The flooding of the 
land will affect about 35 miles of the railways. That is the way it looks to. 


“us at the moment. 


Mr. MAcDONNELL: How far back will your main line be eet 
Mr. Gordon: Upwards to a maximum of four miles. 


Mr. CHURCHILL: I would like to ask Mr. Gordon one question about 
this general problem of freight rates. Are you prepared to forecast the 
future with regard to railway rates? You mentioned the fact that it is 
the most highly competitive business in the world, this business of transpor- 
tation. You pointed out that for every application for increase of freight rates 
there was a resultant loss of business, or the danger of a loss of business, and 
yet there is the constant demand for increases in freight rates in order to 


allow the railways to function. What do you see in the future? 


Mr. Gordon: Well, that will depend on the balancing of the forces, 
so to speak, because the facts which are raising our costs are also applying 
to our competitors. Our competitors are paying higher wages and higher 
prices, too, and it depends at any given, time how that balance is maintained. 
A further factor as I mentioned this morning, is not only the diversion of 
traffic which we might lose by pricing ourselves out of the market, but it is 
a question of a traffic that might be killed; it is the actual business which 


people will not go into because of higher costs, because they cannot find a 


market for the product. That is a dangerous thing from the standpoint 
of the national interest, in my opinion. Canada is a country heavily 
dependent on exports, as we know, and is one of the major trading countries 
of the world and if we do allow our costs to get to a point where we 
become non-competitive in foreign markets, then we are going to have real 
trouble and there may be certain producing industries which will suffer very 
aoe as a result. 

_ Mr. CHURCHILL: How do we ee that? : 

Mr. Gorpon: At what point we get to it, I could not tell you. How 
do we prevent it? The old way of preventing anything is, in my experience, 
self-discipline. 

Mr. MAcCDONNELL: You ought to discipline someone else? 

Mr. Gorpon: I have had enough of disciplining other people. 

Mr. CHURCHILL: What do you mean by self-discipline? 


Mr. Gorpon: That of the various interests involved, and I do hope that 
I am not conveying the idea that I am anti-labour. I believe that labour 
is worthy of its hire, but with labour as with any other interest, various 


groups have got to determine what is in their own best interests and whether 


or not they are killing the goose that lays the golden egg. There will come 
a time when rising costs, if not stopped by our own collective decisions— 


it is not a matter of government, it is the collective decision of all the people— 


- will lose markets. It may be that we have reached a stage of equilibrium 
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at our level of economic activity and that that is where we must stay for a 
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while. We are in Canada under the most active and obvious competition from 
the United States, to give an example. Now me must keep our costs of our 
goods for sale in the market or in markets where we meet United States 
competition—we must keep them relative or we won’t sell our goods. Our 
producers, I do not care whether they are agricultural or manufacturing, or 
what they are—our producers who have articles for sale in the United 
States market must obviously meet United States competition. Now, the 
United States can bear a level of wage rates, for example, that we cannot. 
That may be one of the economic factors. They have a terrific volume. 
We have not reached the stage of economic development as a country to 
compare with the industrial United States, yet we are getting up to the 
point where we have to watch ourselves to see that we do not become non- 
competitive. 

Mr. GILLIS: Where would you suggest to make a start on that? I agree 
with your statement, but where do you think a start should be made on 
that? 

Mr. Gorpon: We got into bad habits during the war of assuming that 
some centralized authority could tell people what to do, and I did it with 
great effect for a while, but it was a bad habit. It is not the way that a 
democratic society can operate. The judgment I am referring to is the col- 
lective judgment of everybody in business, and the only way that it will 
work, in my opinion, is by the method of trial and error. We can only try and 
go so far. Now let us take the coal mines, for instance— , 

Mr. GILLIS: Why not start at steel? 

Mr. Gorpon: Start at steel, then. Exactly the same thing, so long as we 
can produce steel in this country that will meet our own domestic needs and 
compete with other people who provide steel, then they can increase the 
prices of: their product and the wages so far as the traffic will bear, but 
when there comes a time when the product cannot be taken by the market, 
I suggest that the steel producers and all the forces in it — labour, manage- 
ment and otherwise — will have to take another look at the situation to 
determine whether or not they have gone too far. | 

Mr. GILLIs: Don’t you think that the steel companies in this country 
should expand their plants and take steps to offset American imports? 

Mr. Gorpon: I do not know enough about the steel business to know 
whether they can do it, whether they have the efficiency or capacity to do 
that. 

Mr. GiLuis: It is up to them to provide the capacity. The government 
made an offer to them that it would provide a dollar.for every dollar that 
they put in to increase capacity. 

Mr. GorDON: They might think the risk is not worth while. Remember 
this is a private enterprise economy. ~ 

Mr. Giuuis: As long as we are dependent on the United States for our 
steel and coal and other things, we are going to stay in that position, too. 

Mr. Gorpon: The United States are dependent on us for a great number 
of basic materials, too. You would be surprised to see how much the United 
States is dependent on us for basic materials. In my opinion we could do better 
if we processed them here, but you see there are two sides to the. medal 
always. You cannot always go down one road. " 

Mr. Gituts: As long as we sit idly by in this country and depend on the 
United States to supply. us the finished products, that is not building Canada 
and will keep us in the economic doldrums. 


Mr. Gorpon: Just sitting idly by? There is nothing in this country that 
I know of to prevent any group of individuals, at any time they want to 
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put their capital at risk, from organizing themselves together and starting 


a manufacturing plant to use any of the basic materials they want to use. 


There is nothing to prevent you and me from doing that, Mr. Gillis, except 


that our capital won’t be sufficient. Any group of enterprisers in this country 


are perfectly free to gather together, to get all the people hie # can to put 
their money together and start a manufacturing plant. 


Mr. GILLIs: That is good theory but it does not work out in acc 
Mr. Gorpon: It certainly does. Look how this country has grown. 
Mr. GILLIs: Mostly on American capital. 


Mr. Gorpon: The figures do not support you in that. We have exported 
a large amount of capital to the United States, just as the United States has 
sent a lot of capital to us. It is a kind of give and take proposition. 


The CHAIRMAN: This is a very interesting discussion, but I really believe 


it is not within our order of reference. 


Mr. GILuis: Well, Mr. Gordon raised it. He said everyone has got to come 
collectively to fix this thing up. That is where you have to start. I got the 
impression that he thinks labour in this country should say, “We are not 
going to demand any’ more increases in wages and are going to stay right 


where we are’’. 


Hon. Mr. CHEVRIER: He did not say that. 
Mr. GiLuis: No, not in those exact words; he did not say that, but I asked 


him where should we make a start and I think that a good start on this 


situation can be made by the steel people in this country, the steel manufac- 


turers. They were given an incentive by the government that for every dollar 


they put into increased capacity, the government would match them dollar 


for dollar. Still they did not take advantage of it. 


Mr. GorDoN: The only thing was, it was not enough of an incentive. We 
have had an astounding development of industry in this country in the last 


ten years. Some part of it was due to government aid, and others to private 


enterprise. It was in effect a combination of several factors. But there is 


nothing to stop anybody in this country doing it. There is nobody saying, 


~ “You must not organize, you must not risk your capital’. 


Mr. Gruuis: If the government offered me to match dollar for dollar 


every dollar that I put into a business, as an individual, I think you would find. 


a lot of people in this country who would take advantage of it, but that offer 


was made directly to steel manufacturers. It did not apply to everybody. If 
_ the government would underwrite your losses in housing such as they do for 
_ the insurance companies, you would find a lot of people in this country going 


out and forming a company to build houses. 
| Mr. Gorpon: I remember some years ago a man coming to my office to 


- discuss with me about making investments in Canada and I was cagey about 
- giving advice because I felt he should make his own decisions. After some 


_ discussion he said in a rather broad Scottish accent: “Mr. Gordon, I fully 
understand one of the functions of capital is to be lost, but I am trying to 


ae 


- find a place to lose it as gradually as possible.” 


The CHAIRMAN: Shall freight rates carry? 
Carried. 


Mr. GiLuis: You should have told him to put it into housing. 
Mr. McLure: Mr. Chairman, this was a kind of general discussion on 


freight rates and a very interesting one, indeed. There is one item that I 


would just like to mention. The only two provinces in Canada that are not 
squealing about freight rates are Ontario and Quebec. There is a way out of 
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that. They can bear part of this cost if they were approached by the govern- 

ment and the railways and put in a position that there shall be put into effect > 
a stamp freight rate agreement. Some of the large concerns have that rate 
today. If you put into effect a stamp rate nobody will lose. The railway. 
will get what they are getting out of it. The buyer of an automobile in Ontario 
gains by it. Presently he gets it $135 cheaper than the consumer or buyer in 
_ Prince Edward Island. I believe in this stamp freight rates Act, if we could 
get a proper one going, even if it was only one-sided for the time being, to 
start off with. There are certain companies today shipping all their goods 
freight prepaid to destinations, so that a buyer in Prince Edward Island can. 
buy his supplies just as cheaply as the buyer in more central provinces, or the 
buyer living next door to the factory. Now, there must be some plan there 
that we can get Ontario and Quebec to help pay. A good deal of our money 
from down east goes into these two provinces. If I was to tell you how many 
millions of dollars worth of goods we in our little province buy from Ontario 
and Quebec you would not believe it, but just the same that is one way, and 
they could not turn it down—coming from the railway or government they 
could not turn it down, because they could not afford to lose trade and -they 
would be losing it. The only thing is they are making the people of Ontario— 
the easterners—all those paying freight in Ontario are supporting others making 
that profit, and why should they not pay part of the freight, and pay it under— 
what is it termed—the Stamp Freight Rate Act. They have it in the United 
States. 


Mr. Gorpon: My short comment on that is that I imagine the people of » 
Ontario have some views on it, and that is exactly the sort of thing the board 
of transport will listen to. They will listen to points of view from transport 
and shipping interests, and they will be sitting in Charlottetown and there 
will be every opportunity for all interests in every section of the country 
to express their views to the board. . ; | 


Mr. McLure: Because in the United States there are five of the largest 
firms in the world that ship all their goods under the Stamp Freight Rate Act. 


Mr. MAcDONNELL: Mr. Gordon, this morning I asked you how you were: 
able to get along. with lower freight rates than the United States, and you 
said the simple answer was you were not getting along as well as you would 
like, and we rather dropped it there. I would like to know a little more about 
the freight rate situation. Could you indicate to us some of the operating 
figures of the American railways so we can get a comparison and can you 
also indicate whether the fact that we are able to do as well as we do do 
with smaller rates in this sparsely inhabitated country is due to the additional 
amount of long haul, or what it is. 


Mr. Gordon: I will be glad to get the figures, but let me say that I believe 
——although I do not suppose everybody will agree with me—that the Canadian 
railways taken as a whole, by reason of the fact that we have two major trans- 
continental lines are able to avoid some of the operating terminal complexities 
that arise with a great number of lines as in the United States. That gives us, 
over all, a more efficient through operation. For example, just a couple of 
years ago we started an intensive examination of our terminal congestion 
which proved quite remarkable. We found that if we started in to schedule 
or marshall a train which was going say from Winnipeg to Halifax, that if we 
started in at the point of origin, namely Winnipeg, and marshalled the train 
so that all the through cars would be in a block, we could save a great deal 
of money in switching at intermediate points. When the train arrived in 
Montreal or Toronto it was all of one kind. In the United States you would 
find a given train of say 70 or a 100 cars and thev might have to use that 
switch engine 30 or 40 times to sort the cars out at the terminal point to get 
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them to their destination. In the United States, with numerous railways, one 
railway arrives at a terminal point and does its job and does not give a hoot 
who takes over, but in the trans-continental system we can issue instructions 
to Winnipeg, and say, now you see to it that all the traffic for Halifax is 
properly marshalled. I think Mr. Dingle, as vice-president of operations, 
could say a word on that point in regard to the kind of operating economies we 
have achieved. 

Mr. MACDONNELL: I watched one train going through Brockville the other 
day, and it seemed to be as long as eternity. 

Mr. Gordon: In May, 1951 on through cars to Montreal terminal we were 
averaging 20 hours to get through cars through our Montreal terminal. That 
‘is, in and out of the terminal on their way to their destination. In April 1952 
we reduced that to 13 hours. That has. primarily arisen out of the determined 
method of marshalling trains at the point of origin. In Toronto our through 
cars were taking about 14 hours, and we have it down to 11 hours. We hada 
terrific congestion in the Montreal terminal that was alleviated by reason of 
this marshalling procedure. That is one type of economy I mention as an 
example of the sort of thing we can do in the railway under the management 
running from coast to coast. That same car in equivalent conditions in ‘the 
United States might go through six, seven or eight railways and maybe more— 
independent railways, none of them interested in the other except getting the 
traffic over their lines. 

Mr. GILLIs: So centralization works sometimes. 

Mr. Gorpon: When properly applied. 

Mr. MutcuH: Under your new system do you find very much of an increase 
in making up a train originally. For instance, in Winnipeg do you not have 
to do a certain amount of that shunting. Is not some of that time taken at 
the point of origin. 

Mr. Gorpon: No, there is:an overall advantage. They take more time in 
marshalling, but we save far more time at the intermediate point. Is not that 
correct Mr. Dingle? 

Mr. DINGLE: Yes. - 

Mr. MutcH: You only have that shunting once. 

Mr. Gorpon: Yes. The other day when examining the work of terminal 
committees in the form of traffic flow charts we spent an interesting hour 
observing what happened in changing this system of marshalling, and while 
“Mr. Dingle can speak with more knowledge, I happened to be aware that 
these economies have been effected, and I mention that example as one of 
the reasons why we have a cheaper service for the Canadian people than the 
United States railways can give. 

Mr. MACDONNELL: Would improved marshalling involve a great deal of 
capital expenditure in the way of trackage? 

Mr. GORDON: Yes, in some cases we would have to improve ihe trackage. 
; The CHAIRMAN: Passenger traffic. 

Mr. FuLton: There is the third paragraph, the only place I could find 

_ reference to the subject I would like to ask Mr. Gordon on. In the third 

line there is the statement: ‘Heavier military traffic more than offset the 

_ decline in immigrant traffic which occurred in the latter half of the year.” 

' Can you give me a statement on immigration facilities which the railway 

- operate, where you have immigration officers stationed, and what efforts, if any, 
_ your company is making to bring desirable immigrants to Canada. 

Mr. Gorpon: I am glad that question was asked because it gives me an 

a opportunity to state that we have a very definite interest in facilitating immi- 

4 gration traffic, not only because it increases the population for rail services, 
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but also that we geta movement ae overseas ea can settle our own erent 
lands and we still have a fair amount of land adjacent to the railway for 
settlement. Generally speaking we regard it as a very desirable thing to do. 

We have an organization overseas through which we maintain close contact 
with all the governments in all these countries from which immigrants are 
secured, and we have a very close connection with the steamship lines carrying 
immigrant traffic to Canada, and with all the various agencies that function 
in that trade. Our London office is kept supplied with all the information on 
current Canadian immigration requirements, settlement opportunities, and 
so on, and we prepare a good deal of written material ourselves, and we 
distribute it through these agencies in Europe and elsewhere. 

For instance, our literature contains “Guide to Settlement in Canada’ a 
pamphlet which tells the intending immigrant what to look for and what to 
prepare for. We distribute a ‘Western Provinces Map” in five languages. 
These publications are sent out through Great Britain and the Continent and 
a folder entitled ‘““(Canada” is written in eight languages with a map provided 
which is used for distribution on immigrant trains when the immigrants arrive 
in Canada, and we have a great deal more literature containing pictures and 
other information which is distributed through our offices in Europe and the 
United Kingdom. Under arrangement with the Canadian government, both 
the railways and the Immigration Department concentrate their activities on 
recruiting and forwarding, and, having obtained a passage for the immigrant, 
we try to sell a ticket on the basis of a combined steamship and train ticket. 
It is our custom to meet every immigrant at the disembarking point, and at | 
all our immigrant stations as well as on-our special immigrant trains, we 
usually have officers capable of ‘speaking at least seven or eight languages. 
We regard it as an opportunity to meet and greet each immigrant in the 
sense that we find out what he is worried about, and we accept it as our: 
responsibility to take him from the point of origin and to put him down where 
he is going and see that he is introduced to his prospective employer. I think 
we have a service we can really be proud of, and we know that by reason of 
the fact that we keep in touch with these people for many months afterwards, 
and we have some very touching letters from these people. 

Mr. FuLTON: Do your agents overseas actually go out and solicit immigra- 
tion in the sense of trying to encourage people to come to Canada, or is their 
responsibility limited to their trying to get those who have decided to come to 
come on your railway. 

Mr. Gorpon: The latter point mostly. We have not enough staff to do 
direct solicitation, but we do work through agencies who do solicit. The steam- 
ship companies have independent solicitors although quite a lot of it is done by 
mutual co-operation. A lot of people write in to us, and ask us to tell them 
about Canada, and we write back and provide maps and folders and get into 
correspondence with them. But we do not do a awful lot of personal door to 
door solicitation because we have not the staff. 


Mr. Futton: Are your relations with the governments overseas—are they 


based on the assumption that officers are trying to encourage people, desirable 
types, to come to Canada? 


Mr. Gorpon: Yes, we have government officers in all the countries you 
mention in close touch with us who obtain from us particulars about any sort 
of thing in regard to Canada. We used to inform them about exchange regula- 
tions, but they fortunately are now cut of the way, but in a reverse fashion the 
intending immigrant still has a problem with his own authorities with regard to 
export exchange, and we try to help them in that respect. \ 


Mr. FuLton: What has been your experience under the assisted passage 
scheme. Do your company help. to work out details? 
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Mr. GorDON: Yes, we did. That is part of our service. 
Mr. FuLToN: What about relationships between your offices and the Cana- 


dian government offices in the countries where you have immigrant officers. 


Mr. Gorpon: There is close liaison kept with these officers as well as in 
Canada itself. Our colonization department in Canada is very closely in touch 
with the appropriate officers in Canada, and very often sit in meetings dealing 
with mutual difficulties, so we are well informed and through us we frequently 
point out things that might be straightened out at the other side. 

Mr. FuLton: Can you give us a statement in summary form of where 
you have these offices and the number of staff. 

Mr. Gorpon: I think we have it in the report—or is it in the time table? We 
have these passenger traffic offices in Europe, located in London, Antwerp, 
Glasgow, Liverpool, Paris, Sydney, Melbourne and Wellington, where we provide 
that sort of information, and we also have liasion in Denmark which looks after 
the Scandinavian countries, and in Canada itself we have offices in Montreal, 
Winnipeg and Toronto. 

Mr. FuLTON: The only offices you have in Europe are in Antwerp, Paris and 
I think you said Denmark. 

Mr. Gorpon: Denmark is not shown here, but I know there is a liaison 
officer there—in Copenhagen—the Scandinavian representative. 

Mr. Mutcu: Is there only one in the British Isles? 

Mr. Gorpon: The London office is what I am referring to. We have an 
overseas headquarters in London and we have a staff of ten in that office, and 
we have an office in Glasgow and we have passenger information offices in 
Liverpool, Antwerp and in Paris. 

Mr. MutcH: Have you any idea what percentage of the staff in Liverpool, 


London and Glasgow is Canadian? 


Mr. Gorpon: No. I ceuld not be sure at the moment. There are Cana- 
dians there but there certainly is a local staff too. 

Mr. Mutcu: I would suggest there is some advantage in a system which 
interests itself in immigration in maintaining a distinctly Canadian atmosphere. 
My own personal observation has been it is to some extent lacking. I do not 
want to go into an office and inquire about Canada and be told in European 
or British Isle language something about my own country and I would think 
the potential immigrant might make a beginning by talking to somebody from 
Canada about the country he is going to be located in in an atmosphere which 
is distinctly Canadian. 

Mr. Knicut: We have a distinctive language I take it from your remarks? 

Mr. Murtcu: I believe it is possible to discern the difference. 

Mr. CHURCHILL: What is the cost of this immigration service and where 
is it shown in the report? 

Mr. Gorpon: Under our general operating expenses. I have nota break- 
down. There is an item on page 26 headed “Colonization and Agriculture” 
showing a cost of $292,838 last year. I think that is probably the total cost 
of that organization. That is covering Canada and all the points. I have 
previously mentioned. . 

Mr. FOLLWELL: Mr. Gordon, I understand there is considerable acreage 
available for settlement and this settlement is held out only to immigrants. 
Is there any publicity given to the fact that Canadians already here also have 
the opportunity of locating on that acreage? 

Mr. Gorvon: I think it is pretty well known where we have land for sale 
anybody can make application for it. We have not enough land to warrant 
a monster selling campaign. 
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Mr. FOLLWELL: How many acres would be available? 


Mr. GorpDon: About 142,000. The cream is gone. This is the ignd pee 
is difficult to sell. 

Mr. CHURCHILL: Do you maintain a contact between provincial govern- 
ments with respect to immigration and colonization? 

Mr. GORDON: Yés. 

Mr. MACDONNELL: And with the European offices? 

Mr. GorDon: Yes, through our colonization and agriculture department. 
It is getting to seem ify a big department, but it is not big. It is an active 
ene We have men who are interested in farming productivity and 
so forth who are in touch with provincial farming offices in that respect also. 

Mr. FULTON: Who is your director? 

Mr. Gorpdon: Mr. McGowan. 

Mr. Fuuton: Is he succeeding Mr. Guertin? 

Mr. Gorpon: That I do not know. 

Mr. Mutcu: Is this the paragraph— 

The CHAIRMAN: Mr. Follwell is trying to get in a question. 

Mr. Gordon: The person in the department who reports directly to me is 
J. S. McGowan. : . 

Mr. FOLLWELL: As recently as Saturday a chap pointed out to me a Cana- 
dian National commuter train which leaves Vaudreuil (Dorian) at 7.35 and 
arrives at 8.45 and C.P.R. operates on the same schedule and arrives at 8.15. 
Further he pointed out there was ancient equipment used on the Canadian 
National and very good equipment on the C.P.R. 

Mr. Gordon: Did you say this was Montreal? 

Mr. FOLLWELL: Yes. 

Mr. Gorpon: I thought it was only in Toronto we had that. 

Mr. FOLLWELL: He was saying when he takes a long journey he travels by 
C.P.R. on account of the experience he had on that section. 

Mr. GorDON: I am going to make an indiscreet statement and say I would 
rather the C.P.R. took over all the commuter traffic in Montreal and Toronto. 
It is a losing service. 

Mr. FOLLWELL: Is it good business relations? 

Mr. Gorpon: I do not think so. Because, of necessity, the commuter 
service on a railway is an unprofitable service; it cannot be anything else. It 
is the situation in any railway I have knowledge of or seen and certainly it is 
in Canada. A service which any organization is forced into providing is going 
to be starved just as far as it can be starved. There is no use being hypocritical 
about it. I have here an extract from the judgment of the Board of Transport 
Commissioners as far back as 1920: 

From the nature of the traffic and the service rendered in relation to 
cost, especially so with regard to existing costs today, it is clear that 
suburban service under commutation rates is at present, if it has not 
always, as contended by the railways, been unprofitable per se. 

It is difficult to arrive at, and is not shown anywhere in evidence at 
the various hearings, the extent to which (if at all) the losses occasioned 
by actual operation of this traffic have been made up by indirect or 
consequential advantages or profits to the company. 

This is a very interesting subject because it is the reverse of the subject I 
was talking about. Here we have been placed into a market we do not want 
to be in. We have been forced to provide fares away below cost. The irony of 
the situation is when any community grows up the first thing that happens is 
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some form of transport begins to provide that service. There is a time when 
electrical radial service was provided and it continued for a while and as soon 
as that became unprofitable they promptly abandoned it and threw it onto 
the railway. The railway is not designed to provide short haul service. We 
are not built for.that. Moreover, the Board of Transport Commissioners tariff 
has been forced down to the point where it encourages people to look to the 
nearest railway for cheap transportation. If we were to charge the regular 
fare from a place called Oakville just outside of Toronto, from Oakville into 
Toronto we would have no passengers and the. problem would be resolved. 
Because we are providing a cheaper fare it encourages people to take the rail- 
way. We are now examining this problem from the standpoint of going to 
the Board and pointing out that these very low fares are throwing the problem 
on the railways. We have, according to a statement I have in front of me, 98 
coach units in: commuter service in Canada. And that coach equipment is tied 
up considerably and used for only three or four hours a day and is idle the 
rest of the time. In every railway to my knowledge, and it is certainly C.N.R. 
policy, we put into commuter service the hand-me-down equipment. In 
certain instances I am prepared to concede we have gone too far and are 
improving some of those services when we get the new equipment we ordered. 
But, remember I came to this committee last year and asked for new passenger 


‘units and I have not got them. There have been a lot of criticisms of the 


service and all sorts of people have made proposals that we do not know our 


business. : 


Mr. FULTON: You are getting accustomed to it? . 

Mr. Gorvon: I am getting accustomed to it but it still gives me some 
concern. But they forget we operate under rules and wage agreements and 
things of that kind. If we put on self-propelled equipment I suppose the lay- 
man would say “why not run that self-propelled equipment as fast as you 
can and get your traffic’. We might make a faster service but we would have 
to pay several different crews instead of one. 

Mr. Gituis: Why not get someone to challenge you before the Board of 
Transport Commissioners? | 

Mr. Gorpon: We have appeared before them on more than one occasion 
pleading our case on commuter service. We are going to do so again in such 
a fashion which I think will surprise them. 

Mr. MAcDONNELL: Do I understand you are forced to continue this service? 


Mr. Gorpon: Yes. I am glad you asked that question. The important 


thing about it is that we*cannot abandon a service without the consent of the 


Board of Transport Commissioners, but by the same token we are not required 
to put on a service and what we are doing is resisting efforts to have us 
increase commuter service. If we have a service that is running we cannot 
abandon it without consent of the Board of Transport Commissioners. Here 
are samples of our rates. Regular rates from Toronto to Oakville—$1.35. 
Average for each trip is 67% cents. If we increased the commutation fare, 
which averages 22 2/5 cents on a 50-trip ticket, even to the regular fare then 
our problem would disappear because people would not pay it. 

The CHAIRMAN: When you are referring to Oakville, could you give the 
comparable rates suburban to Montreal? 

Mr. Gorpon: Yes, I have two rates here: Montreal-St. Annes, the regular 
rate 674 cents as against an average of 21 2/5 cents on a 50-trip commutation 
ticket. | f 

The CHAIRMAN: On the question of commuters’ rates; are the suburban 


rates around Montreal lower than suburban rates around Toronto? 
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Mr. Gordon: I would say that the Oak yine to Toronto rate was 22 2/5 
cents per trip, while the Montreal rate from St. Eustache to Montreal averages 
59 cents for the regular rate as against an average of 17 3/10 cents on a 50- “trip 
commutation ticket. The average per mile is about the same. 

The CHAIRMAN: Surely you must have some suburban stations out of 
Toronto with a similar distance? 


Mr. Gorpon: I have not got the exact figures. : 
. The CHarrMAN: Take Long Branch, or Mimico. 

Mr. BROWNE: Can you not work it out on a rate per mile basis? 

Mr. Gorpon: For the commutation fare, what we are doing is to proceed 
under the ceiling which is set by the board. If there is any fare which is 
cheaper, that is not our fault and we would charge more if we could. 

Mr. MACDONNELL: But you are prevented from doing so by the board. You 
are prevented from doing certain business which you would like to do because 
they say it is non-compensatory. But on the other hand, you are forced to 
give this suburban rate on which you lose money. 

Mr. GorDON: That is my contention. 

Mr. MACDONNELL: You just put it on and the price is forced upon you. 

Mr. GorDoN: That is my complaint. - 


Mr. FULTON: My question is not intended to carry an implication, but you 
referred a moment ago to new business. Why is the suggestion often heard 
that the railways should be the first to put in lighter equipment for such 
commuter services? Why would it not cut down your costs? 


Mr. GorpDon: There are a number of answers. The equipment which is 
run on a railway has got to be standard so that it will fit into other operations 
of the railway. Otherwise, it would add to our cost and we would have to 
have specialized equipment for that section of the operation only. We can 
occasionally take coaches from a commuter run and use them for weekend 
or holiday trips, or trips when they are not in ordinary commuter use. So 
we are more or less forced to have standard equipment in order to make them 
interchangeable. 


Mr. KNIGHT: Do not some of the American cities have a special type of 
equipment? 

Mr. Gorpon: There are some cases where the volume is so Sreat that 
is can be utilized all day. . 

Mr. KNIGHT: On the other hand our population is not so great? 

Mr. GorDon: There have been some comments about the Oakville serv- 
ice. Now if we could take that Oakville service and run it back and forth 
every 15 minutes during the day, there would be a different story. But in the 
present case you only get a peak load in the morning and a peak load at 
- night. 

In the cases you mention there are peak loads all day. And a comparable 
position is that of our tunnel at Montreal where we can run trains right down 
to the center of the city for shopping during the day. It is streetcar traffic 
which we should not be asked to provide. , eS ihe 

Mr. McLure: Why is the railway so anxious then to put in bus services, 
if you have this difficulty already with your commuter problem? 

Mr. Gordon: “Anxious to put in bus services”, where? 

Mr. McLure: Anywhere in Canada. 


Mr. GorDON: The place I would like to put in a bus service is Prince 
Edward Island. 


Mr. McLure: But you will never get a franchise there. 
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Mr. Gorvon: I cannot get them to take a sensible position on it. 

Mr. McLureE: I told you a year ago not to bother.’ 

Mr. Gorpon: If we could put in a bus service, then we could abandon the 
rail passenger service. That is what we are offering to Prince Edward Island, 
that with our dieselization program of freight, we would be able to give 
them a bus service which would give them a more convenient and more 
efficient service and at the same time allow us to abandon the passenger 
trains. Moreover, we have said that if at any time when the roads are blocked, 
we will undertake to run the passenger trains. But that proposition has been 
turned down. We are now examining our position to see what we can do next. 
The legislative committee brought in a finding ruling against us and they 
will not give us a license. But if you are talking about a bus service on the 
Toronto-Oakville run, we would probably find that we could not get one in 
that case because there are existing bus companies in service there and it 
is up to them to extend their service, not up to us. 

The CHAIRMAN: “Express Traffic”. 

Mr. Fuuton: Is there a differential in the passenger rates as between 
eastern and western Canada? — 

Mr. Gorpon: The passenger rate under the Mountain differential is being 
considered right now by the board. We used to have the Mountain differential 
on freight but that was washed out. However, the passenger differential 
exists still. - ; 

Mr. CHURCHILL: A comparison was made earlier with regard to the freight 
rates between Canada and other countries. Have we any comparison with 
regard to the cost of passenger travel as compared with other countries? 

Mr. Gorpon: Trying to figure the costs in passenger travel, is one of the 
most difficult things I have tackled. It is almost impossible to sort out from 
the overhead what you should charge against passenger business. But the 
Interstate ‘Commerce Commission of the United States which is the body 
equivalent to the Board of Transport Commissioners here have produced a 
formula which they authorize in figuring out the operations of passenger 
service for class I railroads of the United States. . 

Under the operation of that formula the United States railroads show an 
annual operating loss on passenger service of $681 million per year. And if 
we applied that same formula to Canada, which we do not do, we would show 
a very substantial loss on our passenger business. The analysis would show 
that on our main line passenger business we are probably making a little 
money, but on our branch line passenger trains we are probably losing money. 

Mr. CHURCHILL: You say that the average revenue per passenger mile is 
almost 3 cents. : 

Mr. GorDON: Yes. 

Mr. CHURCHILL: To get that figure did you take all passengers, whether 
they were paying or non-paying? 

Mr. Gorpon: Revenue passengers, you notice we said “revenue passengers”. 

Mr. CuurcHILL: And what does that mean? 

Mr. Gorpon: It means the people who pay us, not the dead-heads. 

Mr. CHURCHILL: It says “revenue per passenger mile’’, 

Mr. Gorvon: I thought you were talking about revenue per passenger. 

Mr. CHURCHILL: It is six lines down. 

Mr. Gorpon: That is based on revenue only, the revenue per passenger 
mile. ? « 

Mr. CHuRcHILL: And you got that by dividing your total number of 

passengers? 
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Mr. Gorpon: Into the revenue. 


Mr. CHURCHILL: But that does not convey the picture of the actual cost 
per mile of the paying passenger. 


Mr. GorDON: I cannot tell you what the cost per passenger mile is, but that 
is what it costs the paying passenger on the average. 


Mr. FULTON: In making an application for rates in passenger fares do you 


not have to submit to the board that this will make a difference in the rate 
of so many cents per mile? 


Mr. GORDON: That is right. 
Mr. FULTON: What is your average for that? 


Mr. GorpDon: That is it right here, that we were getting a rate of revenue 
per passenger, on page 39, of 2-57 cents in 1952. 


Mr. FULTON: No, not cents. 
Mr. Gordon: I mean $2.57. 
Mr. FuLTon: Per passenger per mile? 


Mr. Gorpon: Below that we show the revenue per passenger mile is really 
2 cents, or almost 3 cents. | 


Mr. Fuuton: Is that the figure you would use in applying to the board to 
fix rates for an increase? | : 


Mr. Gorpdon: To get an increase? 
Mr. FULTON: Yes. 4 
Mr. GorDdon: That is right, that would be it. 


Mr. FuLton: How do you fix your passenger fares? Are you authorized 
to charge a maximum of so many cents per mile? 

Mr. Gorpon: That is right. 

Mr. Futton: And if you set a figure for Vancouver to Edmonton, you 
multiply it by cents per mile? 

Mr. Gorpon: That is right, and if we apply for an increase in that, we 
would obtain that increase in cents per mile. 

Mr. Fuuton: Is that standard across Canada? : 

Mr. Gorvon: Yes, apart from the Mountain differential, that is the standard 
with the exception of a few minor places where, technically, second class 


passage is still permitted. But people do not know where they are or have 
lost track of it and I hope they won’t find it. 


Mr. KwnicutT: Is your immigration traffic profitable per se? 
Mr. Gordon: We think so, from our analysis. 


Mr. KNIGHT: I do not know if I make myself clear, but what is the 
difference in the rate that an immigrant pays as compared with the ordinary 
coach rate? 


Mr. GorpDon: There is a cheaper rate for the immigrant. 


Mr. Kwnicut: If your every day passenger traffic is not profitable, I would 
Suggest you are losing some money on the immigrants? 


Mr. GorDon: No, no, because we handle the immigrant train in a block. 


We get a full train, and the facilities are fully occupied. Moreover, we do not 


provide anything like the posh services that we do on some of our main line 
trains, . . 
Mr. KNIGHT: You mean that the facilities are all being used 100 per cent? 
Mr. Gorpon: That is right. « 
Mr. GILLIS: With respecte to the Oakville-Toronto commuters’ run, that 


means that the railways are subsidizing that run. You are offering’ a subsidy 
there? 
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Mr. Gorpon: I would not apply that word to it, but I cannot refute your 
conclusion. 


Mr. Gruuis: Would that principle not apply more particularly in the form 
- of a little. subsidy applied by the railroad for keeping those smaller com- 
munities? 

Mr. Gorpon: It has been recognized in hearings before the Board of 
Transport Commissioners that to the extent that passenger service is un- 
profitable it must be borne by the freight shippers of the country. That is 
the only place it can come from. 

This specific commutation fare is a point of grievance with the railway. 

Perhaps I am being unfair with the board, because there is another side to 
the case but I would like somebody else to present that side. I am saying 
from a biased or prejudiced point of view, that we do not think it is ‘fair. 
But the Board of Transport Commissioners could bring out quite a number 
of considerations which they think are valid, and insist that we should continue 
that service. The Board would say that communities have been built on the 
assumption that railway services would be provided. So I must emphasize 
the fact that I am giving you a biased point of view. 

Mr. Gittis: Perhaps they could order you to buy fuel from some of the 
small coal operators which operate in Nova Scotia. 

Mr. Gorpon: No. They have no power of which I know to do that. 
I do not think there is any power existing in Canada so far as I know which 
would permit them in law to instruct the Canadian National Railways to buy 
anything at other than competitive prices. I know of no such law and I know 
of no such authority. And if such authority did exist, I would doubt very 
much if it would be exercised. 

Mr. Gituts: But you have an order to maintain this service below cost. 

Mr. Gorpon: This is in the law. The Board of Transport Commissioners 
has the power to do that, and there is an Act in respect to it, the Railway Act, 
which deals with it. But the Railway Act or any other Act so far as I know 
gives no authority to force the Canadian National or to the Canadian Pacific 
to buy a machine or to buy coal at such and such a price. No such authority 
exists, but it could be brought into existence and it could be done through 
an Act of the House of Commons. 

Mr. Griuuis: We will see that such an Act is passed. 

Mr. Gorpon: Do you want to bet? 

The CHAIRMAN: “Express Traffic’. 

Mr. Mutcu: Before you go on to Express Traffic— 

Mr. CHURCHILL: I have one more question on passengers. 

Mr. Mutcu: Mr. Chairman, I have the floor, I hope. Is this the place to 
discuss passenger traffic? If so, let us get back to dining car service as I want 
to say something about it. ! 

The CHAIRMAN: I do not know of any more appropriate place, so go ahead. 

Mr. Mutcu: Mr. Chairman, I hope that Mr. Churchill will not think that I 
was intentionally rude. 

Mr. CHURCHILL: It sounded that way to me. 

Mr. Mutcu: I had been trying for some time to catch your eye, Mr. 
Chairman. And I thought from Mr. Churchill’s expression that he might 
think I was rude. 

At the last session, Mr. Gordon, you spoke about pricing yourself out of 


: ~ business. I noticed in November of last year that you made the comment 


that the dining car service were losing roughly at the rate of 23 million. Now, 
I had occasion—I have not checked it against the figures—but I had occasion 
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to use the services yesterday and I brought with me a couple of menus, and 
about them I want to make one or two observations.- The first one is this: 
I think that even the Liquor Commissions of the various provinces are pikers 
compared with the dining car service today because, when you charge for 
water, and when you get on your menus such things as a cup of tea, or a cup 
of coffee, or a.cup of soup at 30 cents—I walked through a long train and I made 
a fairly close check of the number of people who used the services of the 
dining car. 

I am well aware that on the short runs there are other and various 
services. But it seems to me that on the transcontinental lines, not only on 
your railroad but other railroads, where the passenger’ is completely at the 
mercy of the dining car, he is being taken for an increasingly rough ride. 
I do not think perhaps I am wrong when I say that the number of passengers 
was substantially reduced as compared with the number when I travelled last 
time, but the number who were using the services was substantially less. I read 
under the heading of 

Dinner Special $1.85 

Corned Beef Hash 

Boiled Potatoes—Green Beans 
Ice Cream With Wafers 
Coffee : 


~ for $1.85, and I noticed that there was no soup and no bread and butter, and 


that on a reasonably accurate estimate about 20 cents worth of beef got into 
the corn beef hash. I am surprised that it was there. 

Now, I am not an authority on catering or anything of that deseaptian, but 
I am an authority on hunger and on eats, and there were shocking remarks 
made by people on the train, No. 2, yesterday, which indicated to me that if 
the losses are anything of the nature indicated, that perhaps more contribu- 
tions of similar amounts might make the travelling public much better 
intentioned toward the system, as well as much more comfortable. I will 
give you another of what I thought was an exceedingly interesting example: 
A head lettuce salad—it is on the a la carte side, but I noticed most people 
were eating on the a la carte side. A head lettuce salad at 90 cents, so I got 
one to see its size and proportion, and I find that it divided out, depending 
on the size of the head of lettuce, five or six persons per head of lettuce. The 
cost per head of lettuce to begin with was 15 cents and there was about 
seven cents worth of dressing. It looked like a return of $5.23 on an invest- 
ment of 22 cents, if anybody ate five of those particular salads. I am not 
going to go through the $2.70 creamed chicken dinner with about 20 cents 
worth of chicken in it, by count, or a $3.00 lamb chop dinner, that I would 
not have to take my teeth out to eat in four bites. It is on behalf of a lot 
of people, and not the least on my own, that I make the protest with 
respect to increasing prices, particularly on the transcontinental run, and to 
say that it is one thing to admit to the public in this interesting little Roatan, 
and then to suggest that those of us who have a salary like the persident or an 
expense account like mine are paying really for service that is in there 
rather than for the food. It has become a matter of very bad publicity. 
I know a lot of people who work on your dining cars who once in a while 
stick their head out of the dining car windows at a station stop and call me 
by my first name. I do not think your own employees are quite happy about 
the situation. I do not know how they feel when they take their own pay 
cheques, but I know they feel a little guilty when they hand me my bill, and 
it occurred to me this was not a bad ‘place to mention the subject. It is a 
matter of general discussion. I know something of the nature of the president 
and I wonder if it might not be possible for us to have, first of all, some 
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‘better service in the interest of the road itself, and some explanation of it 


other than the fact that we are losing a certain amount of money and we are 
lucky to get anything at all. 


Mr. Gordon: It seems to me, Mr. Mutch, you have pretty well answered 
your own questions because you pointed out the fact we are losing substantially 
on our service. We just get back again to Mr. Gillis’ subject that we are 
pricing ourselves out of the market, that is all. We may some day have to 
face up to the decision that we will take dining cars off altogether. That 
may be the ultimate. I have before me here a statement. You will observe 
in the statement which you mention, it shows the size of the losses that we 
are incurring in this dining car business. We went to work on that two 
years ago and we went after every item of expense that we could control. We 
substituted on items that may not be visible to the public. We are told by our 
opponents in freight rate cases that we are not economizing at all, that all we 


~ have to do is to cut out our services, and as as soon as we do that they complain 


about the service, so we cannot win. But, in any event, as a result of the most 
searching inquiry into things we could economize on in running this service, we 
cut our costs in 1952 by $802,000 a year, and I began to feel we really had 
done something for the dining car service. Then on September 1, 1952 we had 
to pay out $700,000 additional wages. It is just as simple as that. At the 
present time, in 1952, our average loss per meal is 55 cents, for every meal 
we serve, so in the cost of the meal you order at $3.50 you have ie satisfaction of 
knowing that it costs us $4.05 to provide it to you. Now, if you think we 
should provide that meal for $2.00, and that we bear the other part of the 
cost amounting to $2.05 a meal, I cannot dispute your reaching that decision, 
but I am certainly going to do everything I can to reduce the amount of 
subsidy that we are providing to dining car passengers. 


Mr. Mutcu: I do not suggest any prices that you should charge, but I 


do suggest to you that you won’t have to pay the crew any more to feed 128 


people a meal, at any given meal on a day on the transcontinental line, than 
you have to pay that same crew to feed 25 or 30 people, and my point is 
this, that the travelling public even when they are stuck— 


Mr. Gorpon: I am sorry if I misunderstood you. That is a question which 


- is actively under experiment now. . We are going to attempt to produce a 


package dinner. That has all been under experiment in the last two years, 


but now we have started looking to see what we can do. If it is not in effect 
already, it is in the process of going into effect, where we propose to try out a 


package dinner or meal that will, we hope, attract a volume market, to see 
if we can encourage coach passengers to come back into the dining car and 
have their meals. There is a very divided opinion as to whether or not that 
experiment will be successful. I am rather doubtful, but I am willing to 
try it. | 

Mr. Mutcu: Seeing that you are making an experiment, I will be happy 
to be part of the experiment. — 


Mr. FULTON: What about these pre-prepared meals that are served in the 
airliners? 


Mr. Gorpon: My report here says there is no potential economy which 
enters into the subject under this heading. The findings from our preliminary 
survey of possibilities in this field based upon experiments in the U.S.A. will 
be used as a base for further study. It is indicated that considerable capital 
investment will be necessary if this type of food service is to be adopted, but all 
of this is being developed. Where the aeroplanes get their advantage is that 
they have a terriffic amount of electric energy that will allow them to keep the 


meals hot. Moreover, if I could get railway passengers to accept the type 


of meal they get on board plane, I think we would have answered Mr. Mutch’s 
question. 
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_ Mr. MACDONNELL: I was going to ask that question, are we really being 
given a too high quality of service. I think of beautiful cleanliness, constant 
renewal of table cloths. Once I was in a dining car where there was a counter. 


It was not a perfectly appointed table, I admit, but being Scotch I was prepared 


to put up with it and get a reduction. 


Mr. GorDON: The trouble is, Mr. Macdonnell, that all people in Canada 
are not Scotch! 


Mr. KNIGHT: Well, let us go to Scotland for a moment. 


Mr. GorDon: Here is the sort of thing we have been looking at, and under 
the very headings you mentioned. These are the factors of economy that 
we have been searching: food costs, plastic headrests, standard of equipment 
in dining cars, plastic table covers, pre-cooked frozen food, and so on. All 
these things are under experiment or examination now with an idea of reducing 
the costs. 


Mr. MAcCDONNELL: Do you call that a dinette car, the one with the long 
counter in it? 


Mr. Gordon: That is a lunch counter car. 


Mr. MACDONNELL: What is the result of that from an operating point of 
view? Is that an economy? 


Mr. Gorpon: We still have to have the result of the experiment. We think 
it is, but to get the dinette in the first place you have to take an existing car 
in and spend maybe $50,000 to $60,000, or maybe $75,000 to $80,000; that is 
your first risk capital. Then you have to determine if the public likes it or not. 
It is fair to say that we hear from 50 per cent of the people who do not like it, 
and 10 per cent of those who do. Any change of this kind is resented; any 
reduction in the quality of service is resented. We built up in Canada, and 
in the United States, a hotel service on wheels which is far too luxurious. 
I want you to understand this, that I am not a one-man show in the railway. 
I do not try to be. I have had meeting after meeting with our traffic people 
and operating people about dining cars. I get the most violent disagreements 
from traffic men, who say, “Mr. Gordon, please do not degrade the standard 
of dining car service, it will hurt us, because people judge our service on what 
they see in the dining cars, and the passenger coaches”. You cannot get me 
to believe, though, that there are people who send us their freight because 
they get a table napkin on a dining car. But there are the extremes. 


Mr. McLure: Or a silver teapot with the service? 


Mr. GorDON: There are no silver teapots now. There may have been in 1930, 
but it is all stainless steel now. We have really done a job that we can be 
proud of in respect of cutting out these luxuries. 


Mr. KnicHT: We were going to Scotland a minute ago, at least I was going 
to suggest we might go. I do not want to take Mr. Mutch’s position. I was 
doubtful about some of the things he said, but I think it is true, and generally 
admitted, that dining cars service on the railroads is a luxury service. When 
we talk about the Sotch, I was thinking of the old railway line coming down 
from Edinburgh to London. There is this about it, that everybody on the train 
east. I admit the service is not as good, I admit it is crowded. It has got to 
be crowded before it becomes good business, just like your immigrant trains, 
I would suggest that the passenger who travels in the coaches has as much 
need to eat as the man who travels in the drawing room. I would like to see 
all these people eat. I would like to see a less pretentious service. Table 
linen costs money. I would like to see, particularly in this country of long 
distances—and I might say that I know what these long distances mean ever 
since I was an immigrant boy in 1909. Since’ then I have been crossing this 
country many times, and it has always been my view that people travelling on 


4 
a 


RAILWAYS AND SHIPPING 81 


the train are embarrassed simply because they cannot get a bite to eat at what 


it is worth. There is a scramble with people asking information about, “Are 
we going to stop for 10 minutes’, “Have we time to run up to the store for 
a dozen of oranges’, and questions like that. I do not think that is the way 
it should be on this railroad that belongs to the people of this country. I am 
not critical of the Canadian National Railways. I am anxious to improve their 
services. I believe that is one way in which service to the people of this 
country could be improved, and I am glad that Mr. Mutch raised that point, 
although I do not agree with everything that he said. 


Mr. GORDON: I want to say this, that I am very grateful for the opinions 
I have heard here because they support my general position. Rome was not 
built in a day, and dining cars cannot be degraded in a night. That takes time. 
There is the balance of managerial judgment as to how far that can go. It is 
actively under way now, and since this committee is here for the purpose of 
telling me what the representative opinion is across the country, I am delighted 
to have your opinion that the public would take that kind of degrading of - 
service. I have had contrary opinions I can assure you. 

Mr. FuLTon: Would it not always be a fact that the railway company 
would serve meals cheaper at a counter than on the train no matter how much 
you economize on your service on the train. 

Mr. GorDoON: Generally speaking I would say yes, but then again there 
are difficulties in a country like Canada in that there are many places where 
it could not be done due to inconvenient hours and the fact that we are rushing 
like the devil to keep on schedule. We cannot afford the 15 or 20 minutes 
necessary to allow passengers to get off. Another problem is that even with 
our restaurant service we cannot get people to tender any more. At different 


- stations we have asked private enterprise to bid and we are prepared to give 


them space and we cannot get them to bid. 
Mr. MACDONNELL: Are most station restaurants run by the enenes 
) Mr. Gorpon: Some are, but not most. We are having the greatest trouble 
trying to get people to take them. 
Mr. MutcuH: It is manifestly impossible for a woman with a small child 


to get off the train when it is 30 below zero and try to get a meal at a 


luncheon counter. 
Mr. GorDon: We are doing all we can to get the volume market. We are 


prepared to spend money to re-equip kitchens and form dinettes to get that 


traffic. We might find it is a bad gamble but we are going to make the attempt. 

Mr. MAcDONNELL: You had better find some humble members of parliament 
to sit with your Officials. 

Mr. Gorpon: If you can find any I will be glad to have them. Perhaps 
that should not be on the record. 

The CHAIRMAN: I think it is a natural. I think it should go on the record. 

Mr. CHURCHILL: Concerning the safety of passengers, I was wondering 
if there were figures available to indicate the accidents suffered by passengers 
while travelling in trains on a comparative basis from year to year and how 
that standard of safety of Canadian National compares with other companies. 

Mr. Gorpon: That is a painful subject. It is not something I can express 
firm views on because conditions vary so greatly, and the element of luck— 
good luck or bad luck— plays such a part that it is difficult to form judgment. 
By and large however I am not too happy about the accident record of the 


-' Canadian National Railways, and we have been doing everything we can in 
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that respect to tighten up regulations and so forth, but the fact remains that 
they are just simply an inevitable part of the day’s business. I do not think 
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our record by and large is worse than that of any other railway, but that is 
poor satisfaction. At any given point it may be better or worse because, as 
I say, the element of luck seems to play a part. : 

Mr. CHURCHILL: Is there a constant study going on as to the cause of 
accidents and the records. 

Mr. Gorpon: Yes, every accident is thoroughly investigated and reported 
right through every supervisory level to my own desk. There is no sort of 
accident on which I have not a personal report through the vice-president of 
operations, and Mr. Dingle and I are constantly in consultation as to what 
lessons are to be learned from each individual accident, and we put into 
- operation every precaution that we can think of but the accidents do happen. 

Mr. Browne: Is there any outside inquiry on these accidents? 

Mr. Gorpon: The Board of Transport Commissioners of course always has 
an over-riding right to investigate any accident and does so. 

Mr. BROWNE: They do? . 

Mr. Gordon: Yes. They hold inquiries from time to time. They held one 
inquiry two years ago. nn 

Mr. BROWNE: Where was that? 

Mr. Gordon: In British Columbia. You probably remember the accident 
we had there. | 

Mr. McLureE: Does it bring up the subject of level crossings. 

Mr. FuLTOoN: May I follow up*a question in regard to page 25 an item on 
operating expenses about seventh from the bottom. It is $958,000 on injuries 
to persons. Is that compensation to persons travelling on or injured by the 
railway or does it include compensation to employees injured in the whole 
system? 

Mr. Gordon: That particular figure covers only our own employees. 

Mr. FULTON: You would not have compensation to passengers or pas- 
sengers injured? ‘ 

Mr. GorDON: They are in general accounts. Under casualty account, the 
total injuries to persons paid in 1952 amounted to a total of $3,675,000. 

Mr. FuuLton: Of which, according to page 25, $958,000 was employees 
leaving $3 million available to others. 

Mr. Gorpon: Yes, but remember that compensation to employees covers 
the cost of setting up Workmen’s Compensation claims and things of that kind. 

Mr. FuLton: How does the figure, in this year, of $3 million compare with 
last year? . 

Mr. GORDON: Last year it was $3,015,000 and this year it is $3,675,000. 

Mr. BROWNE: Reverting to the dining room, what was the number of meals 
served, the average price and so on. 

Mr. GorpDon: In 1952 we served 2,009,644 meals, and the average revenue 
per meal was $1.54. The average expense per meal was $2.09 and the average 
loss was 55 cents. I am dealing in averages. 

Mr. MACDONNELL: Can you give a breakdown of the figure of $2.09. 

Mr. Gorpon: In what? | 

Mr. MACDONNELL: In cost per meal. How much of it is food? 


Mr. DINGLE: The cost for food was 58-6 cents, for laundry 8-2 cents, wages 


114-1 cents, supervision and other items of expense 28-1 cents making a total 
of 209-0 cents. : 


_Mr. KnicHT: And no share in the operation of the train itself is charged 
against that? : 
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Mr. Gorpon: No, it is bare cost of dining car service—staff, wages, napkins 
or whatever services there are of ene yy but the depreciation on equipment 
is not carried. 


The CHAIRMAN: Nor the cost of hauling equipment? 

Mr. GorDON: No, just the actual cost of providing the service. 
The CHAIRMAN: Then the loss is actually greater? 

Mr. Gorpdon: Of course. 


Mr. McLure: That figure you gave us of $3 million compensation for 
accidents does not take in compensation and the cost of level crossing accidents 
that we are having so many of. 


Mr. Gorpdon: That would cover any east injured on the ia 
including employees. 


Mr. MAcDONNELL: You pointed out that the figure of 209 cents is not the 
total cost of the meal? 


Mr. GorpDon: It is the out of pocket cost. 


Mr. MACDONNELL: Leaving these other things out do you think it is worth 
the work necessary. 


Mr. Gorpon: We know it is bad enough now without building it up 


further. If we were to advance a cause for eliminating the dining car service 


I would take in these other factors. 
Mr. MACDONNELL: It is the bare fixed price of +e meals. 
Mr. GORDON: Yes. 
The CHAIRMAN: Express traffic. 


Mr. BROWNE: May I ask Mr. Gordon if the same increases apply to express 
traffic as did to freight. 


Mr. Gorpon:. No, not in the same ratio. 
Mr. BRownE: How much would you say was increase in the cost of express 


“traffic since 1948? 


Mr. Gorpon: My difficulty is there is no overall percentage of increase in 
express. It is obtained by going over individual items, but our actual dollar 
increase we can give you. 


Mr. BROWNE: But the same arguments apply that the cost of material and 
the cost of wages have gone up. 


Mr. GorDON: Yes, that is right. 
Mr. BROWNE: We know what these are, but we do not know the express. 


Mr. GORDON: We say we have an increase in express rates by going over 


_ the individual classes of commodities and increasing them where we can be- 


Cause we are in competition with mail and other types of carriers. 


Mr. BRowNE: The same thing applies to freight. Can you estimate— 


you say a 98 per cent increase since 1948. This is a nominal increase. What is 


the increase in the express? 


Mr. GoRDON: I will have to get that for you. 


Mr. BROWNE: How did the express traffic turn out. Did it improve since 
last year? 


Mr. GorDON: Express traffic last year has improved as shown in my 
report, page 9. 


The CHAIRMAN: Page 9—6 per cent. 


Mr. BRowNnE: I mean the outturn as far as money—dollars he cents 
are concerned. 
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Mr. Gorpon: Turn to the statistical page, page 25. I think you will find 
the express results there. Express department shows that revenue has in- 
creased from $30,670,031 to $35,820,000, that is from 1951 to 1952. 

Mr. BROWNE: And your costs. ; 

Mr. GorRDON: You will find the item on page 27. 

Mr. BROWNE: Express department operation $3 million. Would that be 
the figure? 

Mr. GoRDON: Two or three things have to be added together. There is 
the figure I gave of $35,820,000 operating revenues and operating expenses 
are $23,888,000 and the net revenue is $11,932,000. 

Mr. BROWNE: That is the profitable part. 

Mr. GorRDON: That does not include operating costs that we charge 
against the express for privileges that we give the express department so to 
speak. 

Mr. MAcCDONNELL: For example? 

Mr. GORDON: Well, hauling express cars. 

Mr. BROWNE: You do not charge for that? 

Mr. GorDOoN: We do as separate agents, but I am taking the figures I 
gave you on the money we take in, less what their direct operating expenses 
show and there is an operating profit of $11,932,000 and against that we charge 
the express for haulage and handling business. The accounting method is to 
take the net revenue into the railway income statement. I have a figure 
here which shows whether or not our estimate of that service to the express 
department is profitable or not. : 

Mr. BROWNE: Can you tell me how much of that increase in revenue is 
made up by increased rates allowed by the Board of Transport Commissioners? 


Mr. GRAcEY: The increase was $2,305,000. 

Mr. GorDdon: Increased rates. " 

Mr. MAcDONNELL: And the rest was increased business? 
Mr. GORDON: Yes. 


Mr. MAcDONNELL: If you go to the Transport Board to discuss your ex- 
press rates do you not have to give them a complete picture of your costs 
before you discuss that with them? Do you not have to deal with your 
application for express rates on a true and complete picture of your business? 


Mr. GORDON: Yes, and in the express department a great many of the 
rates were established under the ceiling and we had some room to move. At 
the last application for a freight rate increase we said we will deal first 
of all with freight rates and then look over our express department and ~ 
_communication department and see how increased costs have affected them 
and then come back and show how much we have not recovered of the wage 
increase. 


Mr. MAcDONNELL: I can see you cannot rationalize on a figure of every 
tiny operation, but here is an operation which is separable, I take it, the 
costs of which are ascertainable. Do. you think it is sound not to have that 
separated so that you will know exactly what it is? 


Mr. Gorpon: I can get it for you. I do not have it before me now. I 
can get it for you tonight. To arrive at it really means we have to tee a lot 
arbitrary judgments. 


Mr. MACDONNELL: I would like to ask you that question again. Why ~ 
we deal with so important a branch of the service without actually knowing © 
what they are doing? 


iets 
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Mr. GorDON: I can tell you this: In analyzing the express department 
as we do from time to time we are of the opinion it is a profitable operation. 

Mr. MAcDONNELL: When the transport board considers this, do they 
not insist on knowing the actual condition of the express business? : 

Mr. Gorpon: It depends on the situation. Here we had a specific situation; 
the board had to deal with where our wage cost had gone up by ‘“X”’ dollars. 
They knew our over-all revenue could not afford that amount of increase and we 
said to the board: we are asking you to look at the freight rate increases 
that we think we can get by with. Whether that will cover enough of our 
cost to enable us to carry on, we do not know. We tell you now we are 
not yet in a position to say how much of that wage increase which is applicable 
to the express department or communications department can be covered 
out of increased rates; so, we will come back later and tell you how much 
we can recover by increasing express rates. 

Mr. MacpoNNELL: Your suggestion, as I understand it, is there are certain 
tentative figures which are not worked out and you are in difficulty in yen 
to the express department? 

Mr. GORDON: Yes. 

Mr. MAcDONNELL: Would you be able next year to give us that? 

Mr. Gorpon: Yes. I can. bring a statement which will answer your 


question. 
Mr. MacponneE.u: If the difficulty is by reason of your being in a sort of 


~ transition period then I do not think I should ask you. 


Mr. Gorpon: I do not know how many of our rates will stick. 
The CHAIRMAN: Do I understand your express business is highly competi- 


tive and the fact that you have not exacted the rates you should be allowed 
to charge would indicate that? 


~ 


~. 
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Mr. Gorpon: It is highly competitive and even with increased rates we 
cannot be sure we can keep the business. So I do not know whether any 
changes we make will cover the complete costs. 

The CHAIRMAN: Communications traffic.’ 

Mr. BROWNE: What is the communications department? 

Mr. Gorpon: Telegraph and telephone. 

Mr. BRowNE: You have cables on that? 

Mr. Gordon: Yes. Private wires and things of that kind. 

Mr. BROWNE: You charge tolls? 

Mr. Gorpon: Yes. Telegraph, private wire service; we also have to have 
telephone lines to operate the railway and we lease such for radio broadcasts 
and things of that kind. 

The CHAIRMAN: I believe we have already covered operating expenses. 
It is now 5.30. Should we adjourn until 8.30? 


Agreed. 


- 


EVENING SESSION 


The committee resumed at 8.30 p.m. 
The CHAIRMAN: Gentlemen, we have a quorum. Thank you for coming 


so promptly. 
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“Employee Compensation”. _ 
Carried. 


‘‘Prices’’. 
Mr. FuutTon: Mr. Gillis is not here, Mr. Chairman, and it is not yet 8.30. 


The CHAIRMAN: I offered him ine first call just as he was leaving, but 
he shook his head. ; 


Hon. Mr. CHEVRIER: We have had two sessions already. 
The CHAIRMAN: ‘‘Prices’’. 
Carried. 


“Taxes, rents, and other income accounts”. 
Carried. 


‘Hotel operations”. 
Mr. Knicut: Are you not a Ee ahead of time, Mr. Chairman? 
The CHAIRMAN: We are right on the dot. 


Mr. KNIGHT: You have carried two things before half past): I would): 
like to reserve the right to raise a small matter. 


The CHAIRMAN: Under what heading, and we shall revert to it immediately? 
Mr. KnicHT: “‘“Employee remuneration”’. 
The CHAIRMAN: All right, “Employee compensation’, that is what we call it. 


Mr. KNIGHT: Perhaps I should apologize for coming in at this particular 
moment. But the matter I wanted to bring up was a matter which Mr. Coldwell 
asked me to raise as a result of correspondence he had from a person. I do 
not know if I should mention that person’s name, or that he would have 
any objection. He says that one of the handicaps that the Railway Brother- 
hood have is in regard to the actual wage structure of the Canadian railways, 
and that while wage rates are known, it is not known how many employees 
receive a certain wage. Consequently he says it is impossible to discuss 
intelligently any figures in that regard. The Dominion Bureau of Statistics 
figures show the average earnings of only the average number of employees. 
Consequently no correct deductions with regard to the trend of actual wages 
can be made from the figures. Now there may be a point raised that this 
is a matter of internal management, and that these figures are not usually 
disclosed. But the correspondent points out that Mr. Justice Kellock in his 
findings published the wage figures before March 1, 1948 until August 31, 
broken down according to certain categories. The problem that this man would 
like to solve—I think he is a research consultant—is how many railway 
employees receive a particular wage or salary. He suggests that Mr. Coldwell 
should address a question to Mr. Gordon upon this occasion, in view of the 
fact that Mr. Justice Kellock published the various wage and salary categories 
of the Canadian National non-operating employees in the period which I 
have mentioned in his article. It may be, Mr. Chairman, that it is difficult for 
you to hear me in the matter of maintenance of railway operations. And on 
December 18, 1950, it is requested that this table be brought back to 1939 as 
well as brought up to date, indicating the number of employees in each of — 
these classifications. That is the matter that was handed to me by Mr. 
Coldwell who is not a member of the committee. 


The CHAIRMAN: Do you think it is the duty of this committee to supply 
information to some expert or to some chap who is carrying on a private 
business of his own? 

Mr. KNIGHT: I am/not interested in a man carrying on a private business. 


I am interested in what I consider to be a matter of public interest, and of 
interest to employees. 
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The CHAIRMAN: Perhaps I did not understand your explanation correctly, 
but I thought you said that this gentleman is an analyst of some sort, 
and that he was complaining that he could not get some statistical information 
which he wanted for his own use. 


Mr. KnicHT: No, no. I simply disclosed the source from which this 
suggestion came that this information might be obtained. I did not have to do 
it. There was no necessity for me to do it. I can ask a question on my 
own hook as a Member of Parliament and as a member of this committee. 
I have not disclosed, as a matter of fact, the source from which the question 
came. ‘ 


Mr. Gorpvon: Mr. Chairman? 


The CHAIRMAN: I rather think that I would prefer to reserve expressing 
an opinion on that point. I would ask the members of the committee to think 
it over and at the next sitting we will deal with it. But so far as I aml 
concerned, personally, I have always understood that the reason parliament 
elected to have corporate management of this tremendous institution rather 


than management by a department of government—and the decision was 


made quite advisedly—was the intention that the directors would administer 
the road for the Canadian people. 


Mr. KNIGHT: Yes. 


The CHAIRMAN: And that they would have the sole responsibility for 
administration. However, I am not making a ruling on that now. I would 
rather just reserve that point. 


Mr. KNIGHT: What is your objection to it? 

The CHAIRMAN: I might ask with equal force: Why is the question asked? 
Mr. Mutcu: It would be an interesting answer. 

The CHAIRMAN: Let us think it over anyway, Mr. Knight. I have usually 


~ found this committee to be pretty reasonable. 


Mr. KnicuT: Of course, it is within the function of the committee to refuse 
such information. 


The CHaIRMAN: Are there any other questions on “Employee Com- 


- pensation”? Mr. Gillis? 


Mr. Giutuis: No. This is only a history of neeniie tone and settlement. 
The CHAIRMAN: We now come to ‘“‘Hotel operations’? 
Mr. Futon: On page 12 you make reference to what appears to be a new 


system of accounting which you are contemplating bringing in in the hotel 


department. You refer, in paragraph 38, to the prospect of using straight line 
depreciation, and you say: 

Whether or not depreciation accounting should be introduced will 
be determined as part of a policy review of those accounting procedures 
which are most likely to give a realistic picture of operating results. 

Do you consider a rate of 2 per cent adequate? Is that not a very low 
figure for annual depreciation? / 
Mr. Gorpon: I do not think so, if you look at the record. Consider the 


ease of the Chateau Laurier. It was built in 1912 but it still is a pretty good 


hotel. 


Mr. FuLtTon: There is no question about that. But how do you propose 
this? Would not depreciation be normally considered higher than that? 
Mr. Gorpon: I think that the important thing when you discuss rates 


of depreciation on a straight line basis is that you reveal what rate you take, and | 
then anybody who is critical may examine it. We have set a rate and it is 


- quite severe. The whole question of depreciation is a troublesome one. It 


has been brought out in the report of the Royal Commission that the whole 
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question of depreciation accounting should be examined. It is now under very 
close study by the officers of the Board of pipet eee Commissioners who will 
in due course be having an inquiry into it. 

There are several methods of depreciation all of which are equally recog- 
nized by the accounting profession. There is retirement accounting which 
contemplates charging the asset off to operating expenses in the year that it is 
taken out of service. There is quite a lot to be said for that because on the 
average in any large property such as ours, the annual charge will tend to 
even out. Then there is the matter of straight line depreciation. There is also 
what we call user depreciation, which the Canadian Pacific Railway uses in 
particular. It attempts to recognize the actual use of the particular piece of 
equipment or capital asset. The assets are used or punished by so much during 
the year, and the accountants try to estimate the life which has been taken 
out of them, and have a formula for setting it up. That is three. Then there 
is the sinking fund method of depreciation. 

The accounting profession world-wide is troubled with the academic 
question and also the practical matter of how to handle depreciation in a period 


of rapidly rising prices. If you take the normal method of depreciation you . 


may reach a situation where at the end of the depreciation period you may be 
fully depreciated, but if you have to replace that asset, you may have to pay 
twice the amount of money in order to replace it. So as I say the accounting 
profession itself is divided in its views on these matters—but from the dis- 
cussions which I have had, and from the reading which I have done on the 
subject, I know there is a good deal of thought being given to it. 

Since there are such widely different opinions I have employed the 
services of an outstanding expert to consider the whole question from the 
standpoint of the Canadian National Railways, and on the basis of his discus- 
sions and his report to us, we, in turn, will make our submission to the Board 
of Transport Commissioners during their inquiry, and we hope to make a 
contribution to the thinking on the subject. It is a question of how to deal 
with depreciation in a period of inflation. It is an awkward and a difficult one. 
It looks simple. It looks as if you should just increase it. But the fact of the 
matter is that you cannot, from one point of view, recognize in depreciation 
techniques the decline in the value of money. There is no depreciation or 
accounting method which recognizes that difficulty. 


Mr. FULTON: I assume from the reference you make to the revision of 
your corporate structure that you will also be studying it. Possibly one of the 
ten companies you refer to would very likely be a company which could take 
over and hold the hotel system? 


Mr. GORDON: I suppose so, but we have had a great deal of difficulty in 
connection with that. Our hotels have quite an interesting history. They 
came into the system with all sorts of differing types of ownership and rights 
and we have had quite a lot of trouble sorting them out. But we have made 
excellent progress and next year we should be in a position to say more about it. 


Mr. FuLtTon: The question of depreciation is becoming important. It 
would be reflecting not only the real position, but since you are now subject 
to pay income tax, it would assume added importance. 

Mr. GORDON: Quite so. 


Mr. FULTON: Am I right in saying that an hotel. just as a public building, 
takes a good deal of punishment in the course of a year? 


Mr. Gorpon: That is right, and that again raises the whole question of the 
accounting system. Our policy in connection with our property, hotels in 
particular, has been to have a current maintenance policy. We put back and 
charge to operating expenses currently as far as we can do so the actual current 
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wear and tear, especially of hotels. We have put this comment in the report 
deliberately to indicate that I have come to the conclusion that we should not 
try to settle in isolation the question of depreciation in hotels and that there is 
a much broader question affecting the whole of the railway property. The 
hotel depreciation question is relatively unimportant when compared with the 
basic question as to what is the appropriate method of depreciation. 

* Mr. Futton: One last question on that point. I am not sufficiently expert 
in accounting methods to comment on the reserves for depreciation which you 
have set aside in your accounts, and whether it takes into account the amount 
which you must have for depreciation as against income for tax purposes. 

Mr. Gracey: We would not attempt to adopt any rate unless it was satis- 
factory to the Income Tax Department, and which would be related to the 
depreciated value of the structure. 

In practice what we would do would be to clear any method that we wished 
to adopt with the Income Tax Department first. 

Mr. FuLtTon:. You might be accumulating a depreciation reserve at one 
rate? 

Mr. Gorpon: And that brings up another point which is not dealt with 
because we are not ready to deal with it, since we have not thought it through. 
Take the dieselization program. In that program we have started off to dieselize 
in places where we can see that we can pay off the capital investment out of 
savings in a period of not less than 10 years. 

In many cases it might be paid off in less, but if we did not get deprecia- 
tion by reserves set up out of those savings, the effect of our dieselization 
program will be passed on through those savings to the consumer, and we 
would be left with a capital investment and nothing to get for it. So we must 
have some means of recovering our capital investment over some period of time 
which will be recognized by the proper authorities. 

I believe there is one railroad in the United States which has a program 
which has been approved by the Income Tax authorities over a period of 
15 years. In our program we are taking 10 years at the moment, but I think 
the question of reserves and how much we should charge into our current 
operations for capital investment is highly important, particularly having in 
‘mind that we have a trend of obsolescence ahead of us in the possible develop- 
ment of the gas turbine. 

Mr. McLurRE: What is the net operating income from, the different hotels? 
We have got the bulk there in paragraph 35. 

Mr. Gracey: Yes, I can give that to you. 

Mr. Gorpon: Do you want it by each hotel? 

Mr. McLure: If you please. 

Mr. Gorpon: The Chateau Laurier—these are black in figures unless 
I mention otherwise—$423,000. The Fort Garry, $101,000. The MacDonald 
shows a red ink figure of $168,000. The Bessborough, a black figure of $91,000. 
The Nova Scotian, $91,000. The Charlottetown, $14,000. The Prince Arthur, 
$37,000. The Newfoundland, a deficit of $1,000. Jasper Lodge, a deficit of 
$91,000. Minaki Lodge shows a surplus of $35,000. Pictou Lodge shows a : 
surplus of $4,000, making a net of $536,000. 

In connection with the Macdonald hotel, there is a deficit which is brought 
about by reason of the fact that we made a retirement charge in connection 
with alterations now going on. This charge to operating expense in 1952 
amounted to $348,000. I should also point out that none of these figures which 
I have given makes any allowance for interest and depreciation, as I have 
pointed out in the report. 

. 
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Mr. MAcDONNELL: One question on retirement accounting, No. 37, where 
it says: ; 

Retirement accounting, in which the book values of assets are 
charged out to operating expense at the time the assets are taken out of 
service, is the procedure followed in respect of the Canadian National 

Hotel Department. 

Is that statement made without any limitation? Consider the Chateau 
-Laurier. When the time comes for the Chateau Laurier’s abandonment, will 
the whole cost of it come out of depreciation? 

Mr. Gorpdon: That is the system at the present time, yes sir. 9 

The CHAIRMAN: Are there any further questions on hotel operations? 

Mr. Browne: I have one question about the Newfoundland hotel. Was 
there any capital cost charged in making up that estimate, or was that just 
the difference between income and expenditure? 


Mr. Gorpon: It was purely an operating figure. There was no capital 
cost charged up in that, at all. 


Mr. MacDONNELL: Before we leave “Hotel Operations”, there is a matter 


I wish to bring up and one which was brought up in the House of Commons 
where I was. advised that I should bring it up here. I would like to read 
what the Right Hon. Mr. Howe said in the House of Commons. He was quite 
emphatic about it and these were his words at page 784: 

If my hon. friend wants to know why this man was transferred, 
he has the privilege of talking up his complaint in committee on railways 
and shipping, and if he does not follow up in the committee I will be 
there to remind him to do so. It is his duty to find out. He can demand 
the facts; he can demand the files on* the man; he can demand the 
operating records of the hotel. He can go to the bottom of this matter, 
and certainly it is his duty to this parliament to do SO. 

The Minister of Transport also, although not in quite such emphatic tones, 
suggested to me that this was the proper place for me to come. On 
December 15, at page 657 of Hansard—I do not know if it is necessary for me 
to read it. 

Hon. Mr. CHEvrier: I wish you would read all the statement which I made 
in the House of Commons jin answer to my friend from Kamloops, if you 
are going to put it on the record. 

Mr. MacpdonneE.Lu: I am reading what you said to me and you can go on 
from there. This was on December 15, 1952, at page 657 where the minister 
said: 

(Mr. Chevrier) So that my friend has his answer there, and I ask 
him to accept that answer. Now, then, if he does not accept 
the answer let me make a suggestion to him, and it is this. There is a 
committee appointed by this house to deal with the affairs of the 
Canadian National Railways. He is‘a member of that committee or at 
least he was a member during the last session of parliament.* He may 
appear before the committee and inquire himself from the officers of 
the Canadian ‘National Railways what the facts are surrounding 
this case, and that is really the place where he should get his 
information, not in this house. It is the policy of this house, estab- 
lished by this house and followed by governments of the faith 
to which my hon. friend belongs, for many, Many years, namely 
that in matters concerning the internal management of. the Cana- 
dian National Railways, there should be no interference. If there 
is any question that comes up, it can be asked or dealt with in the 
committee on railways and shipping. 
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Hon. Mr. CHEVRIER: I certainly would not want to withdraw anything 
from that statement. ~ 

Mr. MacpoNNELL: I remember the statement the minister refers to, but 
I am sorry I have not got it here with me, in which he made something like 
this statement, but then, I think, added some words to indicate it would be 
in the ordinary course of the policy that is followed in regard to these matters 
in committee. 


Hon. Mr. CHEvRIER: My statement was this, that the matter was one for « 
the committee to determine. 


Mr. MacponneLL: Perhaps I can say what I have to say and then the 
committee can determine. I do not need to tell you, Mr. ‘Chairman, I do 
not find this the easiest task in the world, but it is my duty to bring the 
matter before the committee. When I first raised this question in the House 
of Commons, I said I was bringing it up not merely because of the injustice 
to a faithful servant of the railway but because I believe that this gross 
injustice was the result of political interference and pressure. | 

I wish to make it clear that the beginning of this business so far as I 
am concerned was the reports carried in the Winnipeg Tribune which made it 
clear that it was a spokesman for the Fort Garry Hotel employees who 
labelled Mr. Pitt’s move to Brandon an “unjust” move. 

My information is that Mr. Pitt was widely respected and liked among 
his fellow employees in the Canadian National service, and that there is a 
widespread resentment among his fellow employees at the treatment which he 
has received. 


Apart from other reasons for believing that there was political inter- 
ference—and I have much more reason to believe it now than when I spoke 
last December — the story of the events and correspondence which I shall 
read in my opinion makes it impossible to conclude that an administrator of 
the quality of Mr. Gordon could suddenly of his own motion have treated in 
this way a man with many years service in the railway, a man widely re- 
spected in Saskatoon and in Winnipeg, a man who on Mr. Gordon’s own 
statement, as I shall show, was brought from the Bessborough :to the Fort 
Garry on the basis of successful performance at the Bessborough and who 
on the witness of competent people substantially improved the position of 
affairs in the Fort Garry during the time that he was there. 


The CHarrmMan: Are you quoting from the Winnipeg Tribune? 
Mr. MAcCDONNELL: I am not quoting now. I am making my own statement. 
Mr. James: He is quoting from Macdonnell! 


Mr. MAcDONNELL: The minister has said regarding the information re- 
fused in the House of Commons on motion of Mr. Diefenbaker, “That infor- 
mation can be asked from the president of the Canadian National Railways 
and I say this to my honourable friend, he will get at that committee all 
of the information that it is entitled to get in accordance with the practice 
that has been followed in this house.” 


‘Hon. Mr. CHEVRIER: I still have nothing to retract from that.: 
Mr. MacDoNnNELL: I am not asking the minister to retract. 


Hon. Mr. CHEVRIER: No, but you look at me as if I had done something 
that I should not have done. I wish you wouldn’t do that. 


Mr. MACDONNELL: That is quite unintentional. 


Mr. Povutiot: Mr. Macdonnell cannot pay Mr. Chevrier any better com- 
pliment than to quote him. 
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Mr. MACDONNELL: I think it is the most important speech I ever made 


because it concerns the welfare of another man, and I promise never to read 
again. 


Mr. Pouuiot: I do not want to be misunderstood. What I said was that. 


I do not think you could ever pay a greater tribute to Mr. Chevrier than to 
read his speeches. 


Mr. MACDONNELL: Oh, Mr. Pouliot, it is only a Frenchman who could 
utter a compliment like that! i 


I want to make a relation of the events in this matter. 


Last September, when the Prime Minister went to the Fort Garry Hotel 
in Winnipeg, and just before the Prime Minister was to arrive, I believe 


the day before, the hotel had a wire from Mr. Pickersgill asking the reserva- 


tion of a double room at minimum rate. When Mr. Pickersgill arrived he was 
told that the hotel could not supply him with a room such as he requested in 


his telegram, and accordingly was notified that he could occupy one of the 


rooms which had been reserved for the Prime Minister. The management 
asked him to be out of the room for nine o’clock in the morning or before 
the Prime Minister arrived. The next incident was a wire from a Mr. Munro. 
TI understand he is a member of the organization of Cockfield-Brown and was 
travelling with the, Prime Minister as a public relations expert. My informa- 
tion is that the wire was signed ‘Prime Minister’s Party” and it asked reserva- 
tions for three people — Mr. Munro himself, the Hon. Mr. Mayhew, and a 
third. When this wire arrived the hotel was not in a position to make the 
reservations asked for, and accordingly accommodation was found for these 
three elsewhere. Mr. Pickersgill and Mr. Munro both scolded the management 
for not having this accommodation. | 


I now come to the Prime Minister’s part of the story. The exact hour of 
his arrival was not certain, but Mr. Pitt arranged with the elevator operator 
—the hotel is rather short of elevators, I think it has only two, which is a 
small number for such a big hotel — to try to have a car in readiness on the 
Prime Minister’s arrival. Mr. Pitt, the manager, stationed himself on the 
ground floor waiting for the Prime Minister, who arrived with the Hon. 
Mr. Campbell, the Premier of Manitoba. | 


As soon as the Prime Minister was in the lobby a lot of young Liberals 
who had been waiting to see him crowded around and Mr. Pitt, though in 
readiness, did not force his way through this group of the Prime Minister’s 
supporters. Meanwhile, it was difficult to keep one elevator out of action in 
waiting and when the informal reception was over and the Prime Minister 
and his daughter were ready to go to their suite, there were six people in 
the elevator which took the Prime Minister to his suite. This provoked 
an outburst on the part of Mr. Pickersgill who told him he did not know 
how to greet the Prime Minister and, in particular, said “You don’t know 
anything about running a hotel’. Actually, Mr. Pitt had taken every precau- 


tion, including putting a special mark in the reservation book indicating that 


the person concerned was a V.LP. 


The next development so far as Mr. Pitt was concerned was that he got 
a message from the head of the hotel services, Mr. R. Sommerville, and went 
out to meet him at the airport. His chief told him on the way in that he was 
“Just here to do one job’, “an unpleasant job’, “to demote you”. He then 
explained that Pitt was to be sent to the C. N. Hotel in Brandon with a reduction 
in his salary. The reason given was that he didn’t know how to greet the 
Prime Minister, that he didn’t take proper care of the Prime Minister and the 
cabinet minister. He further advised Pitt that he was going to be moved to 
Brandon. Pitt said “I want a hearing”. The answer was, “I am here to carry 
out instructions’’. 
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Pitt said “I am going to write asking for a hearing”. The answer was 
“The president won’t see you”. Pitt then wrote the president, Donald Gordon, 
asking for a hearing, but did not hear for 10 days. He then communicated 
further and got a reply from Mr. Gordon in which he said he would see 
him. When he saw Mr. Gordon, Mr. Gordon said that he knew all about it, 
that the decision had been made, and that he backed up his staff. Then he 
added “Pitt, you have been a good soldier, you be a good soldier now”. Pitt 
complained that there had been no investigation and that “We know all 
about it”. Pitt said, “I am not going to take a $2,500 cut’. Gordon said 
“You go to Brandon; do what you are told and you won’t get a cut in your pay”. 

The CHAIRMAN: I don’t like to interrupt you, but I assume, and I hope 
correctly, that you are taking the responsibility for the facts that you are 
reciting? ~ 

Mr. MacpoNNELL: I believe them to be true, and I have taken steps to 
verify them. 

Mr. PoutiotT: Just a moment. This seems to be hearsay. 

Mr. FuLton: Mr. Macdonnell is dealing with the question; let him finish. 

The CHAIRMAN: I take it, Mr. Pouliot, that Mr. Macdonnell is making 
a statement of what he believes to be the facts as a groundwork for certain 
questions that he is going to ask Mr. Gordon, and all I wanted to be assured 
of was that Mr. Macdonnell was assuming responsibility for the accuracy of 
the statements. 

Mr. MacponNnELL: I am taking the responsibility for the statement, but 
if there is any question of the committee doubting me I shall ask to have 
Mr. Pitt called before this committee; we will get the star witness here. 

The CHAIRMAN: Regardless of whether the facts are correct or not correct, 
I want-it on the record that you are taking responsibility for the facts you 
are reciting. 

‘Mr. MacponneELtt: That is right. I have not done this lightly, Mr. 
Chairman; I have only done this because I believe it is the proper thing to do. 

The CHAIRMAN: I am not suggesting you have, and I don’t want you to 
take any offence. It was my duty to inquire on this and find out from you 
that you are taking the responsibility for the facts which you are stating 
as facts. They are all hearsay from the standpoint that they are not being 
given by way of direct evidence, and I wanted that assurance. I have that 
assurance and so far as I am concerned, carry on. 

Mr. MaAcDOoNNELL: Thank you, Mr. Chairman. I understand fully why 
you say what you have, and I wish to repeat that on any question I am not 
going to rely on this, I am going to ask this committee to ask Mr. Pitt to 
come here. 

The CHAIRMAN: You fully appreciate the fact that you are making a 
statement of fact and someone must take responsibility, and no member should 
make statements of fact unless he is prepared to back them up. 

Hon. Mr. CHEvrieR: And you are also making statements of facts of a 
witness who is here. You have charged one of the witnesses here with certain 
statements as I have heard them read. 

Mr. MacponnELL: It has come to me from responsible quarters, andet 
am prepared to accept it as such, and if it turns out to be wrong I am prepared 
to accept the consequences, but I am telling the committee if there is any 
question about it that I am ready to ask Mr. Pitt, who is ready to come. 

Pitt said he would think about it and returned to Winnipeg. The labour 
union men wanted to hear his story and also the Tribune, but he refused 
to talk. The labour men told him they resented political interference in the 
management of the operation, though Mr. Pitt had had a good deal of 
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controversy with the hotel union and had reduced the staff a good deal, but 
nevertheless they respected him for the way he carried out his undertakings. 

Now, I do not think I need to read again, because I did put it on Hansard, 
the quotation from the Winnipeg Tribune. The Winnipeg Tribune set out that, 
and perhaps I had better read this from the Tribune of November 13, 1952: 

The Tribune’s report of the dismissal of Robert S. Pitt from his 
position as manager of the Fort Garry Hotel, and his subsequent transfer 
to Brandon, is chiefly important because of the one big question it raises 
in the public mind: Is there political interference in the management 
of the C.N.R. or its hotel system on the part of government functionaries 
close to the Prime Minister? 

And then I skip and read another paragraph: 

Was Mr. Pitt given any kind of a fair trial? Were the complaints 
against him and his hotel investigated? There is no evidence that we 
have been able to uncover that the answer is in the affirmative to either 
of these questions. Rather, the answer seems to be that the hotel 
manager was removed from his job without proper investigation because 
someone in the government or close to the government had thundered. 
It will be a bad state of affairs for the Canadian National Railways -if 
it is saddled with government interference in management. 

Hon. Mr. CHEVRIER: Now, Mr. Macdonnell, while you are reading that I 
hope you will be good enough to put in the rest of it. 

Mr. MAcDONNELL: The rest of this editorial? 

Hon. Mr. CHEVRLER: Yes, and not only that editorial, but all other editorials; 
for instance, the article you have there in the Winnipeg Tribune, which is 
dated November 13, which goes on to say that J. W. Pickersgill, Clerk of the 
Privy Council and Secretary of the Cabinet, was not artes those directly 
involved. 

Mr. MACDONNELL: You are not reading from the same thing I quoted from. 


Hon. Mr. CHEVRIER: I am reading from the Winnipeg Tribune of November 


13. 
Mr. MAcDONNELL: What I am reading is an editorial. I was not reading 
the news. I have put some of these.on Hansard already, but may I finish? 
There is nothing I want to run away from. Perhaps you will let me make my 
statement? 

Hon. Mr. CHEVRIER: I am sorry if I interrupted you, but I thought you 
were reading from the story of November 13, and having read a portion of 
that I thought you should read the balance of it. 

Mr. MACDONNELL: I am reading from the editorial. I had a letter sometime 
after my speech in the House of Commons, from a gentleman in Saskatoon who 
is not known to me but who is a great friend of Mr. Pitt and who had known 
Mr. Pitt when Mr. Pitt was at the Bessborough, and this man, who is H. J. 
Haskamp, of Saskatoon, sent me some correspondence which he had had — 
with Mr. Gordon, and I would like to read it. This is a letter of November 17, 
1952: 

Mr. D. A. Gordon, 

President, 

Canadian National Railways, 

Ottawa, Canada. P 
Dear Sir: 

Enclosed please find clipping from the Saskatoon Star-Phoenix, 
dated November 15, 1952, regarding Mr. R. S. Pitt’s transfer from The 
Fort Garry Hotel in Winnipeg to The Prince Edward Hotel in Brahe 2: 
Manitoba. 
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I have read in the newspaper wherein you state that such transfers 
are quite the normal procedure in the C.N.R. Hotel System. I know 
that this is-so in the cases of managers moving up to better positions as 
they become available, i.e., through retirement, illness, etc. However, 
transferring a manager of The Fort Garry Hotel to the poorest hotel 
in the system cannot be construed as anything else but a very bad 
demotion. Mr. Pitt’s great capabilities as a hotel man can certainly not 
be used to the greatest advantage in a small city such as Brandon. 

Mr. Pitt does not know that I am writing this letter, as I feel that 
he might ask me not to. My feelings are that it should be written, with 
or without his knowledge. 

Those of the general public in Saskatoon, who have hed occasion 
to do business with Mr. Pitt, have a very high regard for him. It was 
shown on numerous occasions, one of the most outstanding being a 
farewell dinner given him by the Saskatoon Club. This club’s member- 
ship includes most of Saskatoon’s business leaders, and there was an 
unusually large turnout for this dinner in his honour. The sentiment 
was, ‘Sorry to see you go; congratulations on your promotion; and 
continued success in your future. You may well imagine our consterna- 
tion on hearing of his demotion. 

I own and operate The Senator and The Western Hotels in Saskatoon. 
I have been on the Committee for Reservations, with Mr. Pitt as chair- 
man, on many occasions for conventions, being held in our city. His 
untiring efforts and unusual ability in this direction contributed greatly 
to the success of these conventions. One of these in particular, The 
International Convention of the Lutheran Church, brought well over 
five thousand people to our city, the largest convention we have had 
to date. Mr. Pitt did a masterful job on this occasion, and was given 
the heartfelt thanks and congratulations of the Lutheran officials. 

I feel certain, sir, that if you personally investigated his case 
thoroughly, you would find that an injustice, a very grave injustice 
has been done. 

I speak as a Canadian business man, and not as the friend (which 
I am) of Mr. Pitt. I often wondered, in my associations with him, 
how a mere employee could be so very conscientious and sincere about 
his job. To him nothing else mattered as much as his work. I can’t 
believe he would let the Hotel System down. Not Mr. R. S. Pitt. 

Please, sir, in the interest of the Canadian National System of 
Hotels, and of the Canadian public, give this matter your gravest 
consideration. 

Yours sincerely, 
H. J. Haskamp. 


To this Mr. Gordon replied on November 25: 


Dear Mr. Haskamp: 

This will acknowledge your letter of November 17th, making known 
. your views regarding the recent transfer of Mr. R. S. Pitt from Winnipeg 
to Brandon. 
What you have said confirms my information about the work of 
.- Mr. Pitt when he was manager of the Bessborough Hotel. It was on 
the basis of this record that he was selected to-manage the Fort Garry, 
where certain services had been deteriorating. 

Mr. Pitt remained in the Fort Garry post for more than a year 
when, further and faster improvement being considered necessary, the 
general manager of hotels recommended and was authorized to arrange 
a general shift of managers which involved Mr. Pitt’s transfer to Brandon. 
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, At the time, Mr. Pitt had a meeting with me here and he was told 
of the reasons that prompted the decision of the general manager of 
hotels. He was also assured that he would be given every opportunity 
to demonstrate his capacity for advancement in the future. 

In thanking you for writing me, I would like to reiterate my state- 
ment to the press, that the changes referred to were not made as a> 
result of a complaint by either the Prime Minister or in his behalf. 

Yours sincerely, 
(Sed.) D. Gordon. 


Mr. Haskamp replied to Mr. Gordon on December 6: 


Mr. D. A. Gordon, 
President, 

Canadian National Railways, 
Ottawa, Canada. 

Dear Sir: 

Thank you for yours of November 25th answering mine of November 
L7th. 

Enclosed please find an editorial from the Saskatoon Star- Aliodaie 

Regarding your letter of November 17th. Is it not true that in 
the little more than a year of Mr. Pitt’s management, the Fort Garry 
Hotel has shown.a marked improvement? I have had numerous com- 
ments from guests of ours, who are also guests of the Fort Garry. They 
all say the hotel has changed for the better during the past year. 

I believe Mr. Pitt brought back quite a lot of business, lost by. the 
former management. I know of one good account, namely Henry Birks 
Limited, that had transferred their business to the Royal Alexandra in 
Winnipeg. Mr. Pitt retrieved that business and Mr. Henry Birks stated 
to his Saskatoon manager that He would like to continue doing business 
with the Fort Garry. 

You may question my right to continue my protests on Mr. Pitt’s 
behalf. However, I feel that a man with your spendid record, gained in 
handling the difficult Wartime Prices and Trade Board, and the reputa- 
tion you have achieved as a strictly fair man in labour relations, would 
not condone anything like the petty jealousies mentioned in the enclosed 
editorial. 


That is an editorial from the Star-Phoenix which I have not got at the 


moment. The letter continues: 


IT had thought, up till now, that this angle was only my private 
opinion. Apparently the opinion is not at all private. If the general 
manager of hotels has, through personal animosity, grasped at an 
opportunity to demote Mr. Pitt unfairly, it is my contention that he is 
not fit for his job! 

The morale of the whole system is jeopardized if even the slightest 
indication of this situation exists. I feel sure that you would not tolerate 
this for a minute. | 

In closing, I must say that it is a most difficult situation. However, 
T feel that you, in keeping with your record in the past, will solve it 
in an unbiased and fair manner, 

. Very sincerely, 
H. J. Haskamp. 


Mr. Gordon replied to that on December 12: 


Dear Mr. Haskamp: 

Your letter of December 6 has further reference to the transfer of 
Mr. Pitt from Winnipeg to Brandon. 

As mentioned in my earlier letter, Mr. Pitt requested a personal 
interview with me, claiming that he had been unjustly dealt with. I 
was glad to have that opportunity to go over the circumstances of the 
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case with him. I reviewed with him a number of criticisms against his 
management and quite frankly told him of the reasons for our dissatis- 
faction. He was then offered an opportunity to go to Brandon, which 
he accepted. , 

It is not true, as intimated in the newspaper editorial attached to 
your letter, that petty jealousies had anything to do with Mr. Pitt’s 
transfer. It was upon the recommendation of the general manager of 
hotels that he was appointed to the managership of the Fort Garry 
and if he gives a good account of himself at Brandon you may depend 
upon it that he will receive consideration when subsequent changes 
are in prospect. . 

Yours very truly, 
D. Gordon. 


Now, Mr. Chairman, I have put that statement before you. There was a 
resolution moved in the House for papers, and I propose to move a similar 
resolution here, but I wish to repeat that I am also requesting the committee— 
and I suppose I should do that by resolution—to ask Mr. Pitt to come here. 
I wish to say that and I assume that of course if Mr. Pitt comes that will 
involve Mr. Sommerville coming to, and quite frankly my belief is that the 
correspondence before us will show that Mr. Sommerville believed that Mr. 
Pitt thought Mr. Gordon had received complaints of the handling of the Prime 

_ Minister’s party. I am not saying who it came from, but I believe it will be 
shown that Mr. Sommerville believed that Mr. Pitt thought Mr. Gordon had 
received complaints of the handling of the Prime Minister’s party. Now, 
Mr. Chairman, I know that in our party strife there is sometimes a good deal 
of cut and thrust but I submit to this committee of fair minded men that this 

' has nothing to do with party strife. This is a case of a man— 
An Hon. MemMpBer: Not much. 


Mr. MACDONNELL: This case is before this committee. These are unsolicited 
letters from this man Haskamp who was a competitor of his in Bessborough, 
Saskatoon. He was in a position to know his work. I submit that prima facie 
this is a case where he has suffered unjustly and he is a man who, incidentally, 
suffered in the service of the country, although, if he were not a good man, that 
should not be taken into account. Therefore Mr. Chairman, I wish to move: 
for a copy of all letters, telegrams, and other communications 
between senior officers and officials of the Canadian National Railways 
and Robert Pitt, M.B.E., then manager of the Fort Garry Hotel in 
Winnipeg concerning complaints as to allotments of rooms to Federal 

4 Ministers of the Crown in the said hotel, or as to the conduct of Robert 
Pitt in his discharge of his duties, and of all replies to such letters, 
telegrams and communications in any way referring to alleged com- 
plaints since the first day of September, 1952, and to date. 

Can I make two resolutions at the same time? 

The CHAIRMAN: Yes. 


Mr. MAcCDONNELL: Then I also move that Mr. Pitt and Mr. Sommerville be 
asked to appear before this committee. 


The CHAIRMAN: There is just one question I would like to ask you Mr. 
Macdonnell. You read the letters rather rapidly, and I want to know whether 
I grasp the meaning of the second letter which is that this hotel proprietor 
apparently referred to some personal animosity which he assumed existed 
between the manager of the C.N.R. hotel and Pitt. 
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Mr. MacpDONNELL: He did say that. ae, 
The CHAIRMAN: May I have an opportunity of reading that again? 
Mr. MACDONNELL: Yes. 
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- The CHAIRMAN: It was so totally different from the rest of your presenta- 
tion and that is why I wanted to read it again. That would indicate that the 
underlying reason for the motion was totally different from the one which you 
outlined in the earlier part. 

Mr. MacpoNNELL: Well, Mr. Chairman, there is the evidence and I bring 
it before you. Sometimes there may be two causes. 

Mr. MutcH: And one is political. 

Mr. Knicut: When the resolution is put I would like to have the privilege 
of saying a word very briefly in regard to it. 

The CHAIRMAN: I think there should be a full discussion in regard to the 
matter. 

Mr. GiLuis: Could I ask you a question as a member of this jury? 


The CHAIRMAN: Yes Mr. Gillis, but before you do I am not having BCH 
luck in finding the letter I was looking for. 

Mr. Giuuis: This is a case for a jury. Would it not be in order before you 
pass any resolutions to determine whether Mr. Macdonnell has established a 
case or not. In listening to him I would judge that Mr. Gordon now is the 
accused. - 


Mr. Gorpon: I agree. 


Mr. Giuuis: He not only accuse Mr. Gordon of acting as an underground 
agent for the government in sanctioning the dismissal of Mr. Pitt, but he also 
makes accusations that Mr. Gordon was countermanding orders he had for 
a reduction in salary. Pitt was to receive a $2,500 reduction in salary, and 
Mr. Gordon said “go to Brandon and there will be no reduction.” Before 
we take any action in the matter of motions and so forth, if a man is on trial 
he has a right to a hearing. Mr. Macdonnell has made his case. He has been 
given ample time and I think in fairness to Mr. Gordon he should be permitted 
now to tell us his story and after he has finished we can decide whether 
Mr. Macdonnell has established a case and if it is necessary to call any star 
witnesses. 


Mr. MAcDONNELL: I wish to say one thing. 


The CHAIRMAN: May I have a minute now. The pariecapk was read 
rather quickly and the paragraph I refer to is in the letter from Mr. Haskamp 
to Mr. Gordon dated December 6th. It reads this way: : 

If the general manager of the hotel has, through personal animosity, 
grasped the opportunity to demote Mr. Pitt unfairly, it is my contention 
that he is not fit for his job. 


Mr. MacDONNELL: In view of what Mr. Gillis has said I want to add this. 
My own belief, and this is perhaps not of any interest to the committee, is 
that Mr. Gordon did what any good man would do. He backed up his subor- 
dinate. I had to bring this matter before the committee and I had to. read 
these letters and give the facts as they came to me, but I want to make it 
clear that my complaint is, as I said in the House of Commons, not against the 
action which I believe was taken by and on behalf of the government or 
members of the government—and I make it clear that I do not think Mr. 
St. Laurent had any part or parcel of it, I cannot believe that for a moment— 
but I do believe some of the hangers on threw their weight about and they 
carried more weight than they should have done. But I wish to repeat that I 
agree with the statement made in that letter about Mr. Gordon’s position. 
I think he has been in the unfortunate position here of having to back up a 
man whom, from all the evidence I have, I consider to have behaved 
improperly. 
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Hon. Mr. CuHeEvrier: Mr. St. Laurent was not there for most of the time 
when this complaint you speak of took place. In the second place, the docu- 
ment to which I referred earlier—the news item in the Winnipeg Tribune— 
seems to have absolved some of the men you have charged here. And in 
the third place, now you seem to blame the government. Whereas, you have 
nothing against Mr. Gordon and in the House it is just exactly the opposite. 

Mr. MACDONNELL: No. In the House I brought this up because I considered 


it a piece of political interference. I did say I found it difficult to follow 


Mr. Gordon when he said this move was in the ordinary course of hotel 
practices. 

Hon. Mr. CHEvrigR: I do not want to stop you for a moment nor do I want 
to interfere with any right you have as a member of this committee to ask 
questions, but Iam wondering within myself whether this is the proper practice 
to follow. I have been a member of this committee now for eight years and 
during that time this it the first time I have heard a matter such as this 
placed on the record. 

Mr. MacDonnELL: This is the first time it has happened. 

Hon. Mr. CHEvRIER: I think you have the right to ask the questions which 
would normally arise, but you have put on the record here a case which is 
based on hearsay in the same manner which I in my reply in the House charged 


— you had. y 


Mr. MACDONNELL: And I will ask you if anything I had stated was incorrect 
and you repeated it was hearsay. In a sense everything in the newspapers is 
hearsay. . 

Hon. Mr. CHEvrigErR: I said it was not only inaccurate but was also hearsay. 

Mr. MACDONNELL: You only said it was hearsay. 

Hon. Mr. CHEvrier: It is inaccurate. The committee has allowed what 
constitutes hearsay information read in that statement of Mr. Macdonnell’s. 

Mr. CHURCHILL: Are we going to hear hearsay? 

Hon. Mr. CHEvRIER: I think he himself said I would have the opportunity 


_ to put on the record items in the Winnipeg Tribune. I am quoting from an 
article used by Mr. Macdonnell himself: On January 13th the Winnipeg 


Tribune carried this article which I will not read in full, but part of it said 


this. I think I should be allowed to put it on the record. 


Mr. BROWNE: Certainly. 
Hon. Mr. CHEVRIER: Well, let me do it. 
Mr. Pouuiot: If it was good for Mr. Macdonnell why isn’t it good for 


_ Mr. Chevrier? 


. 
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Hon. Mr. CHEVRIER: On Nov. 13, the Winnipeg Tribune carried this article: 

There was similar confusion about rooms for other big-wigs who 

were in Winnipeg at the same time. 
J. W. Pickersgill, clerk of the privy council and secretary to the 
cabinet, was not among those directly involved. He stayed two nights 
in Winnipeg, one by pre-arrangement at the home of friends, the other 
at the Fort Garry. 

No formal complaint was made by Pickersgill or anyone else. 
Comments on the service at the Fort Garry were, however, made to 
C.N.R.. officials, including Gordon, informationally and privately by a 
number of people in the prime minister’s party. Pickersgill may have 
been among these. © 

Then in the Winnipeg Free Press I find this news item: 

Later Wednesday George S. Jones, special representative of the 
C.B.R.E. denied that any protest had been made and said a statement 
would be issued Thursday. He gave no indication of its contents, 
however. | 
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Now, that is directly opposite to the charge you made in the House and 
repeated here today. — . 

Mr. MacDONNELL: Not in the least. I read that statement in the House 
and said there was a statement made on behalf of the union. I did not say 
it was made by a senior Official. 

Hon. Mr. CHEVRIER: But the union made no protest. It is just a news 
story. 

Mr. MACDONNELL: No, read on— 

Hon. Mr. CHEVRIER: I have just read that no formal complaint was made. 

Mr. MacDONNELL: I will do a little reading now. 


Hon. Mr. CHEVRIER: If you will allow me to continue. I think you indicated 
you had finished your statement. 

Mr. GILLIS: Rested his case. f 

Mr. Fuuton: No, no, he finished a part of his statement. 

Hon. Mr. CHEVRIER: I do not know whether this procedure is correct and 
so that you might not think you are being interfered with unduly. I am not 
going to challenge the procedure although I do not think it is the correct 
procedure. You have not asked any questions of the witness. 


Mr. MAcDONNELL: What do you mean, witness? 
Hon. Mr. CHEvRIER: The President of the Canadian National Railways. 


Mr. MACDONNELL: The man I want to see here is Mr. Sommerville. I have 
asked for documents which I think will considerably increase the knowledge 
of this committee. 


Hon. Mr. CHEVRIER: The president of the Canadian National Railways is now 
the witness and I think he can take care of himself. If Mr. Macdonnell wants to 
ask him any questions, go ahead. 


Mr. MAcCDONNELL: Mr. Chairman, I understand you are the chairman of this 
meeting and not the minister. I have moved two resolutions and I have tried 
to make a prima facie case for the resolutions I have moved, and incidentally I 
have said when questioned as to whether my facts were correct, if there is any 
question about that, get Mr. Pitt here; he will be glad to come here. 


The CHAIRMAN: I understand I have the responsibility of chairing the 
committee and I take my responsibility rather seriously. I fully appreciate the 
fact that eventually I will have the responsibility of ruling, and while I do not 
enjoy it I certainly will not shirk the responsibility. 

We have a motion before the committee which you have moved as to which 
I should express an opinion as the chairman as to whether the motion is in 
order. Now, the Speaker of the House adopts the practice of allowing members 
to speak to the point of order. I have allowed Mr. Macdonnell to speak to his 
motion and I think that is as far as I should go. I do not think I should allow 
other members of the committee to speak to the motion until the committee 
decides as to whether the motion is in order. I will hear any representation 
that any member of the committee wishes to make as to whether the motion is 
in order. There will be no further discussion as far as I am concerned to the 
motion, but simply to the point of order, and then after I have had the opinion of 
all the members of the committee I will make my ruling. 

Is there any member of the committee who wants to speak to the point of 
order? 


Mr. GILLis: What is the point of order? 
The CHAIRMAN: Whether Mr. Macdonnell’s motion is in order. 


Mr. Knicut: I do not know what are our authorities on points of order in 
this particular committee. j 
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The CHAIRMAN: You have been a member of this House for quite some time 
and you know some motions are made before the House and some before the 
committee which are not in order. . 

Mr. KwnicHtT: I can quote an authority of the Minister of Transport who 
stated to me through the chair that when I spoke on this matter in the House 
that the proper time to bring this matter up was in the Railway Committee of 
which I was a member and at which various witnesses might be called and whom 
we might have an opportunity of questioning. I came here in perfectly good 
faith, taking the minister’s word for that, that we would have here an opportun- 
ity to bring this matter out in the open. May I say, personally, I am making no 
charges against anyone at the moment. My only interest in this matter is, let 
me say frankly, largely the good name of the Canadian National Railways. 

The CHAIRMAN: All I am interested in is what opinion you have on the 
point of order. 

Mr. KnicHt: Then I am quoting the minister as having informed me in the 
House that witnesses could be brought and this is where we would have an 
opportunity to get at the facts whatever those facts may be. 

Mr. MutcuH: Even if it is something the committee is not empowered to 
look into? 

Hon. Mr. CHEvRIER: I think that the president of the Canadian National 

_ Railways who is in the witness box should be allowed to make a statement. 

Mr. MACDONNELL: If you are saying I put him in the witness box, I wish 
to deny it. 

Hon. Mr. CHEVRIER: He is very much in the witness box. 

Mr. MACDONNELL: I hope the Minister of Transport is going to argue I am 
entitled to these, because he is the one in the House who said this is the place 

to get the information—not as firmly as Mr. Howe did. I would like to read 
what Mr. Howe said. . 
The CHAIRMAN: I take my position as chairman of this committee seriously 
and I think I have adopted the right practice up to date. I know if I were in 
Mr. Gordon’s position I would be most resentful of the chairman of the com- 
mittee that I had not been given an opportunity to answer. But I do not think, 
in deference to the Minister, the Hon. Mr. Chevrier, that that is the correct 
order of procedure. Mr. Macdonnell made a motion and had a right to speak 
to it before making it and it is now the duty of the chair to rule whether it is 
in order or not. | 

Mr. FULTON: One word on the point of order, Mr. Chairman, before your 
ruling. I think the thing to be decided here is whether or not these documents 
called for are properly admissible. I take it that is the point on which you 
wish to hear argument. The argument has always been advanced in the 

House and committee against the production of documents in the possession 
of the management of the railways, that those documents’ are entirely the 
concern of internal management and as such are privileged and should not 
be read before the committee if the management does not wish to do so. 
The minister when arguing this matter in the House placed his reliance, and 
I think I am fair in saying he went back and placed his main reliance on 
precedents built up since the statement of Mr. Meighen in the 20’s on this same 
subject of production of documents. I submit to you that that statement of 
Mr. Meighen is authority only for the proposition that documents are not to 
-be produced for the information of the House when to do so would reveal 
details of internal management which might be of advantage to competitors. 
That was the principle which Mr. Meighen established, and I submit that was 
as far as the principle goes. 
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The CHAIRMAN: I think there was another principle quite as clearly 
established before this legislation was passed and I would not be fair if I 
did not indicate that to you. Le 

Mr. Futon: I figured that you would mention that principle. 


The CHAIRMAN: The other principle is quite as important. It is that there 
was a firm intention of parliament at the time the Canadian National Railways 
was set up under corporate management instead of a management by a 
department of government, that it would have a totally different form of 
management than it would have under government, and that political inter- 
ference would be removed. 


Mr. FULTON: That is perfectly correct, and that is the other point I want 
to deal with. That was the object of setting up the Canadian National 
Railways in a corporate form of management, or one of the objects. But 
I submit that the same principle initiated by Mr. Meighen only went so far 
as saying that it was only the production of those letters which would be to 
the advantage of competitors which would be refused on those grounds. Now, 
he did say that there was a difference as of right, between our relations with 
the Canadian National Railways under a corporate form of management and 
our relations with a government department in the matter of obtaining that 
information. But as you have said, one of the purposes of setting it up with 
a corporate form of management was to obviate political interference in 
management. . 

Here we have a charge. I am not speaking about the merits of it, but 
we have a charge not against the management. I want to make that clear. 
It is a charge that there has been political interference with the management, 
the very thing that the corporate structure of the Canadian National Railways 
was set up to avoid. 


The CHAIRMAN: That is not the motion before the chair. 


Mr. FuLton: The motion before the chair calls for production of all 
documents, and I submit to you that it is only by getting those documents 
we are going to be able to be sure whether or not that charge is substantiated. 
And I suggest that a charge of this nature is of sufficient importance. It is 
a charge which indicates that the object of setting up the corporate structure 
is-not being met, and that in fact political pressure is being brought to bear 
on the management, and that it requires investigation and the only way we 
can find out the truth or otherwise of the charge is by the production of 
these documents. Therefore on that basis, Mr. Chairman, I suggest that the 
second branch of the argument to which you referred a moment ago is met 
and in fact it becomes an argument in favour of producirg the documents. 
I cannot see that these particular documents would be of any advantage to a 
competitor of the Canadian National Railways business. So I submit that 
both principles on which their production is being refused have been refuted. 


Hon. Mr. CHEVRIER: The question of the production of the documents 
raises matters which were raised in the House. They were raised by Mr. 
Diefenbaker and I think by Mr. Fulton and also by Mr. Macdonnell. This is 
not the first time that matters of this kind having to do with the production 
of documents for one reason or another have been raised in this committee. 
They were raised I think two years ago when my friend from Kamloops asked 
me in the House if I was going to adopt the same attitude that I take on this 
occasion. 

’ On that occasion the witness who was then the president of the Canadian 
National Railways was allowed to express his opinion as to the effect of the 
production of documents of that nature, and the effect it would have upon 
the management of the Canadian National Railways. And for that reason I 
thought we should at least hear the witness. é 
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Mr. Gordon has been here now for at least one hour listening to this 
discussion and he has not been able to say a word. I think in fairness to Mr. 
Gordon, when we have listened to a former president of the Canadian National 
Railways offer his opinion in so far as the production of documents is con- 
cerned, I think Mr. Gordon should be allowed to say what his opinion is 


with reference to this. 


Mr. GILLIS: That is just what I suggested in the first place. We are 
hearing one side of the story. And by dealing with this motion at the present 
time we are putting this committee in a pretty awkward position. Most of 
the members of this committee do not take a personal interest in this trouble 
at all and they know nothing about it. Mr. Macdonnell has put his story on 
the record and in my judgment Mr. Gordon is not only a witness, but he is in 
the prisoner’s box, he is the accused. The whole onus has been shifted from the 
government to Mr. Gordon, and the accusation now is that he acted as the 


cat’s paw of the government in pulling their chestnuts out of the fire. I think 


it is absolutely unreasonable to ask this committee to vote on this motion’ 
until such time as Mr. Gordon puts the other side of the story on the record. 
Then we will be in a position to determine whether or not we have to call 
witnesses. Therefore I am going to move that these documents be tabled until 
such time as Mr. Gordon is heard from. Then we will decide whether they 
are in order or out of order, but we want to hear the other side of the story 
first. 

The CHAIRMAN: As I understand your motion, Mr. Gillis, you are putting 
it as an amendment to Mr. Macdonnell’s motion? 

Mr. GILLIS: It is an amendment to table these documents. 

The CHAIRMAN: It is an amendment that before the motion is put Mr. 
Gordon should be heard. 

Mr. GILLIS: That is right. 

Mr. MACDONNELL: I understood you to rule that there would be no more 
discussion. I have no objection to Mr. Gordon speaking if you want to ask him 
to, but if you are hearing more comments on the admissibility of this motion 
then I would like to add a word. 

The CHAIRMAN: My problem is this: We are dealing collectively with 
two totally different matters. One is a motion for the production of papers, 
and the other is a charge which you have made which I think strikes pretty 
seriously at Mr. Gordon. Mr. Gillis has indicated that he believes it to be 


fair to Mr. Gordon that he should have an opportunity of answering this 


charge before your motion for production of documents is put. Now my 
problem is this: I am fearful that Mr. Gordon in making his statement before 
a ruling of the chair is made may feel that he is obliged to go further than 
parliamentary practice requires him to go. With that warning, Mr. Gordon, 
if the committee is reasonably unanimous that they want to hear you, we 
will hear you now. 

Mr. MAcDONNELL: I have made a motion, Mr. Chairman. 

The CHAIRMAN: You made a motion for the production of papers, but you 
also made a charge against the management of the railway. Now, if you had 


_ simply made the motion for production of papers without making that charge— 


Mr. MAcDONNELL: I am asking that the information on which the committee 
could make up its mind should be produced. It is not reasonable to have that 
now? I had to make a prima facie statement, and I am conscious of the 
difficulty I was in, but do we want to discuss the merits of this matter before 
we have the evidence on which to do it? I am asking for the papers. On the 


- question that Mr. Fulton mentioned with regard to Mr. Meighen and the 


practice which has been followed, I think the Minister of Transport has 
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referred to if, but I suggest that that is a world removed from this. Those 
are cases where information which might injure the railway by reason of 
coming into the hands of its competitors should not be given. Now this, I 
suggest, is an unprecedented matter. There is no suggestion that this is going 
to injure the railway by getting into the hands of anybody else. It is a question 
of relations inside the railway itself and with the government, and therefore 
I suggest it would be common sense to have these statements before us and. 
when the members know what’ they are, they will then be able to reach a 
conclusion. At the present time it seems to me that we are just trying to reach 
a conclusion without having the basis of reaching it before us. 


Hon. Mr. CHEVRIER: Well, then, let us listen to the witness who is before 
the committee. 


Mr. KnicHt: The minister’s former idea was that we should question the 
witness on this. I have a letter from the minister here, signed by himself, in 
which he says: 

As it has been the practice in the House since formation of the 
Canadian National Railways, a committee will review again this year 
the affairs of that railway. You, as a member, will have the opportunity 
of seeking a reply to any question which you care to ask from the 
chairman and president, Mr. Donald Gordon. 

And then I want to add these significant words, because there has been 
talk here about irresponsible statements: 

It may well be that the reason for the transfer of Mr. Pitt, if made 
public, would react unfavourably to his cause. 
| I suggest that is a statement that should not have been made in the 
House of Commons or in any letter. 


Hon. Mr. CHEVRIER: Then why don’t you allow Mr. Gordon to deal with 
the matter? You are putting the thing on the record. 


Mr. KNIGHT: I am not suggesting that you do not hear Mr. Gordon. 


Hon. Mr. CHEVRIER: I suggest to you that you ask the questions. Let us 
deal with the first thing before the committee. 


Mr. MutcuH: I suggest, Mr. Chairman, that unfortunately we are getting » 
into a hiatus because we have not one thing but three things before us. I 
suggest we are not going to get very far until we stop talking about the 
three things at once. Mr. Macdonnell makes a motion asking for documents 
touching on the case. In the course of the argument he gets himself involved 
in, what I agree, are serious charges against the president of the railroad 
himself. That is the second point. Then we had the third question, a motion 
by Mr. Gillis that we table this motion and do nothing about it until we hear 
from Mr. Gordon. I should like to suggest that with respect to these questions, 
whether or not these documents are to be tabled is one for decision by yourself 
in line with the practice of this committee, and the injustice or justice of the 
criticisms made of Mr. Gordon are irrelevant to that question. The only thing 
we have to decide is as to whether or not that is a proper motion. If you 
wish to reserve your judgment on that for the moment, we should then proceed 
to take the decision after hearing Mr. Gordon. 


Hon. Mr. CHEVRIER: Well, then, why not hear Mr. Gordon and afford him 
an opportunity to reply to the charges which have been made against him? 


Mr. PoutiotT: Just one word, Mr. Chairman, before Mr. Gordon is heard. 
As I understand the question, Mr. Macdonnell’s complaint is about political 
interference with railway management. The facts are obvious. There was 
a decision made with regard to Mr. Pitt by the management. Mr. Macdonnell 
suggests that it should be changed, under the pressure of speeches or state- 
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ments made by some members. Therefore, do you not think, Mr. Chairman, 
that the interference would be from Mr. Macdonnell rather than from the 
government, forcing them to change their decision about one of their employees. 
I never heard a thing like that before. Mr. Macdonnell should make himself 
the champion of interference instead of complaining about it. 


The CHAIRMAN: I would judge that it is the unanimous wish of the 
committee that Mr. Gordon should have an opportunity of making such state- 
ment as he wishes to make at this time. 


Hon. MEMBERS: Hear, hear. 


The CHAIRMAN: Before your motion is put, Mr. Macdonnell, I take it we are 
unanimous ‘on that point, so I will ask Mr. Gordon, but I do want to warn him 
again, Mr. Gordon, if in making your statement you feel obliged to make 
any disclosures or any statements derogatory to Mr. Pitt, then I think you 
bring the matter to this committee and from then on I think it is before the 
committee. I do not think the present motion is in order for reasons I will 
give later, but the committee are unanimous in that they want to hear you. 
And with that warning, would you please now answer? 


Mr. Gorpon: Thank you, Mr. Chairman—TI almost said thank God, Mr. 
Chairman. I only want to touch on the point of the production of documents. 
After I have done so and, if it is the committee’s wish that I should answer 
questions further, I am prepared to do so. I wish to state very emphatically 
that it is the duty of the President of the Canadian National Railways to sit 
in judgment of cases affecting staff matters, and that I hear every day of the 
week—if not every day, certainly every week—from members of the clergy, 
service organizations, boards of trade, etc., making representations on behalf 
of this or that individual. Now, in my considered opinion any file affecting 
the service record of an employee should be held privileged. I state that 
on behalf of the employee in the first instance. From the point of view of 


the employee, his status and record of service is a personal matter. If these 


were to become available for examination and public disclosure it would be 
most unfair to the employee. There would be cases, for example, in which 
the management, after expressing dissatisfaction with the employee’s services, 
had given such an employee a fair chance to improve himself. I am stating 
a general principle and I make reference to no particular person at the moment. 
Obviously if such an expression of dissatisfaction were made to parliament 
or to parliamentary committees then the employee’s business reputation would 
be hurt and his efforts to redeem himself badly prejudiced. Public dis- 
closure or discussion in a case of this kind would be an unjustifiable intrusion 
on personal privacy in my opinion. Moreover, an employee may at any time 
decide to move out of the service of the railway and seek to benefit himself 
in some other field of endeavour. This may well arise because of differences 
of opinion with the management about his ability, his discipline record, or 
any one of many reasons. In such circumstances the employee would obviously 
be considerably handicapped if that sort of thing were a matter of public 
discussion and seriously interfere with his opportunity for other employment. 
From the viewpoint of the management a most important principle is involved. 
In my judgment one of the fundamental prerogatives of management is its 
authority over staff. Management must be free to exercise this authority to 
employ, to train, to promote and to discipline. Management must have its 
decisions respected. If a disgruntled employee were permitted to go over 
the head of the management and to have cases of dispute reviewed, then the 
management’s authority would be seriously damaged. Indeed, this would 
produce a situation of chaos since no one would know where final authority 
lay. Moreover, in the practical administration of a business of the size of 
the Canadian National, there is a good deal of interdepartmental memoranda 
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and correspondence necessarily of the frankest character. Instructions, critic- 
isms and reports are filed and reviewed and personnel records in particular 
must be carefully built up. No self respecting management could contemplate 
a situation in which such data were to become available for public discussion. 
No business could be successfully operated on such a basis, nor could the 
railway expect to draw into its services men of character and ability if 
they were confronted with such distateful conditions. 

I have tried Mr. Chairman to show you the position from the standpoint of 
the employee. It would be most unfair that his personal file should be revealed 
in discussion under any circumstances. I have tried to show you that it would 
be an impractical situation from the standpoint of management if files of that 
character should be produced and become a matter for public discussion. If 
members of the committee now wish me to proceed further I will be glad 
to do so. 


Mr. MAcDONNELL: The shoe is on the other foot. Here is a case where an 
employee wishes to come and be heard. 


Mr. FuLtTon: And have the letters produced. 

The CHAIRMAN: If no one else whishes to speak to a point of order, I will 
now give my ruling. 

Mr. BRowNE: I thought we had discussed all that. 


The CHAIRMAN: We are now ona motion. We have heard from Mr. Gordon 
and I have had ample notice that such a ruling would be required and I have 
taken an opportunity to read the record on the debate in parliament at the 
time the Canadian National Railway setup was initiated by parliament in the 
session of 1919 and I would ask members of parliament and anyone in doubt 
to read the long debate which took place. I will not weary the committee 
with too much of it, but I would like to read one or two quotes. I am reading 
now from Sir Thomas White who made a long speech outlining the reasons 
why the government of the day chose a corporate management rather than 
management by a department of the government for our national railway 
system. 


Mr. White said at page 2103 of the 1919 Hansard: 

What the government is seeking to do as a matter of administration, 
with a view of promoting the highest efficiency and economy, is to- 
constitute a board of directors, responsible to the dominion government, 
who will administer the affairs of the Canadian National Railway 
system and receive its revenue and cause to be properly paid out its 
expenditures in accordance with the practice which is adopted in 
efficient railway administration in all parts of the world. 


I will read on in order that there will be no doubt. He went on to say 
on page 2104: 

There is a further reason why it is necessary that we should adopt 
a joint stock system in administering these great railway properties. 
In the public mind the idea is firmly embedded that direct government 
administration and control of government-owned railways results in 
abuse through the exercise of political patronage. But in order to 
prevent the exercise of patronage in connection with a system of such 
great importance to Canada, it has been provided that instead of direct 
administration by the Government, the administration shall be through 
a board of directors consisting of representative and capable men in 

whom the Government, Parliament and the country have confidence. 
Now, if members will take the trouble to read that debate there will be 
no doubt in your minds as to the fact that it was distinctly understood at that 
time why the Canadian National Railways was set up with a corporate entity. 
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The matter came up again for discussion in 1921 and Mr. Meighen’s remarks 
have already been quoted. I will just remind you of one or two of them. You 


will find this stated at page 1181 of the 1921 session where Mr. Meighen said: 


It was decided to try the plan of corporate operation; to give this 
system the same chance to succeed as a business enterprise that other 
rival or corresponding systems had the world over. 

He went on to say: 

Owing to the immensity of the system it would be wholly impos- 
sible for Parliament to do its work, if it were to attempt from day to 
day as part of its duties to review the operations,of that system, and if 
the Government were called upon from day to day to account for this or 
that action of the board of directors in matters of daily operation of 
the road. 

I need not deal with the question of competitive business because it 
cannot be argued in this instance that disclosure of facts would prejudice 
the competitive system of the C.N.R., but the point Mr. Meighen stressed is 
on page 1183 when, he said nothing should be done to impinge upon “that 
latitude and freedom of management that every successful business must have.” 
And Sir George Foster made a speech in that debate and he in dealing with 
the matter at page 1210 of the 1919 Hansard had this to say: “It proves that 
the Government, having laid down its policy, divested itself from the patronage 
in connection with the railways and held the management liable for the 
administration, the appointment of its staff, the promotion of its men and 
the general working out of the system.” ; S 

Now, what could be plainer than that? It was obviously the intention 
of the government of that time when they set up the Canadian National Rail- 
ways that matters purely of management were to be left with the directors 
and there was to be no political interference at all. 


Having read this in advance and studying the underlying reports which 
lead to the formation of the C.N.R. and the debate which took place, it is my 
opinion the general policy in regard to production of documents concerned 
with internal management of Crown companies is that these documents should 
not be produced. I cannot find any occasions on which this position has been 
seriously questioned and I have gone through the records. For all of these 
reasons I say, with the increasing number of Crown companies, I believe that 
the abolition of political patronage, and that the charging of corporate manage- 
ment with full responsibility with respect to the appointment and promotion 
of staff, is a feature of increasing importance. .If Crown companies are estab- 
lished in order that certain public undertakings may be managed, as nearly 
as possible as they would be managed by private enterprise, and without the 
inevitable disadvantages of political interference, then it does necessarily 
follow that everything possible should be done to empower these Crown 
companies to successfully carry out their responsibilities without political 
interference. By political interference, I mean interference by politicians. 


It is my opinion that the production of documents with respect to the 
Pitt incident should not be withheld on the ground that his information would 
in any way prejudice the competitive position of the Canadian National Rail- 
ways, nor would the production of these documents assist their competitors. 

However, on March 11 last the House of Commons this year did defeat 
Mr. Diefenbaker’s motion for production and, rightly or wrongly, the inference 
which I draw from this vote is that it was a vote in support of Mr. Meighen’s 
stand that we should not impinge upon “that latitude and freedom of manage- 
ment that every successful business man must have.” 

Therefore, for the above reasons, it is my opinion that the Canadian 
National Railways management are not obliged to produce any document or 
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any evidence in regard to the Pitt incident at the Fort Garry hotel, and if this © 
ruling is sustained, this committee should not call any witnesses regarding 
the incident. , 

I should add, however, that my ruling does not prevent a voluntary state- 
ment by the president of the Canadian National Railways should he desire 
to make one, nor does it prevent him from producing any documents relating — 
to the incident which he desires to produce. On the other hand, should the 
president make any statement or produce any documents regarding this incident, 
derogatory to Mr. Pitt, then it is my opinion that all documents relating in any 
way to the Pitt incident should, upon request, be produced, and any witnesses 
with knowledge of thé incident would be compellable witnesses. 

Mr. BRowNE: Mr. Chairman, you have come here with your judgment 
all written out. 

The CHAIRMAN: I did. 


Mr. BROWNE: And you asked us for opinions on points of order. I con- 
sider that to be a joke. 

The CHAIRMAN: You have the right to your own opinions. 

Mr. BROWNE: You wrote that judgment, Mr. Chairman, even before you 
knew there was going to be a resolution. I never heard of such a thing. 

The CHAIRMAN: I was not born yesterday. I listened to the discussion in 
the House, and I have chaired committees for a few years. 

Mr. GILLIs: Let us argue about it tomorrow. 

The CHAIRMAN: If anybody questions the ruling, of course. 

Mr. FULTON: Well, we appeal it, of course. 

Mr. MACDONNELL: I appeal the ruling because it seems to me that while 
I do not wish to be disrespectful to the chair, we are now faced with a technical 
ruling which I think has no application whatever to these unique circumstances, 
wherein the man in question wishes to come himself. If I understand your 
ruling correctly, whether or not he can come is dependent on the action of 
the president of the railway, whether or not he makes a statement as to 
whether this man will be allowed to come and make his statement. 

Mr. GORDON: To whom did Mr. Pitt make this request? 

Mr. MAcDONNELL: To me. | 


Mr. GoRDON:I deny his right to do so. He should first of all come to me. 
He is an employee of the railway. Do you suggest to me for one moment that 
any person who is an employee of the railway has the right to go to some 
person outside the railway to have his case heard? 

Talk about an absurdity. I do not think I have ever heard of a proposition 
such as that which has been made. There has been a suggestion of political 
interference with the management. Who is the best witness to answer that 
charge but myself? 

Mr. FULTON: You will get questioned, you can be sure of that. 

Mr. Gorpon: But you are not letting me. 


Mr. FuLTON: Nobody has suggested that Mr. Gordon should not be 
asked. 


The CHAIRMAN: Yes. You are one of those who stopped him. 


Mr. FULTON: We did not press the point that the point of order should 
be decided first. 

Mr. Gorpdon: I have been accused of having given in to political inter- 
ference. I deny it. Do you suggest that Jack Pickersgill could scare me into 
removing a man from a hotel? Who do you think I am? 


Mr. FULTON: Do you suggest that you are going to scare me? 
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Mr. GORDON: No, I am not. 

Mr. MACDONNELL: It has been very difficult for me. = 

Mr. GorRDON: I can imagine that your calling me a liar should be difficult 
in the light of our personal relationship. It certainly does not improve my 
opinion of your moral stature that you should make such an offensive charge 
against me. I do not like it. I will not be called a liar. After all, I have got 
some reputation in this country. I have had many jobs of public administra- 
tion, and my integrity has never been questioned. 

Mr. MutcH: Mr. Chairman, I move that we adjourn. 

The CHAIRMAN: There is a motion to adjourn, which is not debatable. 

Mr. FULTON: This thing is ridiculous. 

The CHAIRMAN: I have said that there is a motion to adjourn and it is 
not debatable. 
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MARCH 24, 1953 
- 11:00 a.m. 


The CHAIRMAN: Gentlemen, we have a quorum. 

Mr. MAcDONNELL: Mr. Chairman, on a point of privilege. When Mr. Gordon 
asked me last night to whom Mr. Pitt had indicated that he was ready to come 
to Ottawa, I said it was to myself. I wish to amplify this statement to the 
extent ‘of pointing out that the message from Mr. Pitt to me was relayed 
through a mutual friend in Winnipeg, a man in whom I have the utmost 
confidence. 

I realized that objection might be taken to my unsupported statement and 
therefore communicated with Mr. Pitt through this mutual friend and have 
a message from him indicating his complete willingness to appear before the 
committee if requested. 

I wish to make it clear that I am not retreating in any way from what 
I said last night but merely making the full details absolutely clear. 

One further point of privilege. I presume everyone realizes that I did 
not call Mr. Gordon a liar. What has disturbed Mr. Gordon is that I said 
I could not accept the explanation that it was in the ordinary course of business 
to transfer a manager who had managed three of the company’s largest and 
most important hotels, the Nova Scotian, the Bessborough and the Fort Garry, 


- to a much smaller and less important hotel. I could not but regard this as 


a very serious demotion. I hoped that the above explanation of Mr. Pitt’s 
transfer did not give an accurate account of Mr. Gordon’s position and that 
a further statement might be forthcoming. 

I wish to make it absolutely clear that in what I said my whole potive 
was to complain of government interference with the management of the 
railway and that I had not the slightest intention of attacking the management 
of the railway. 

If Mr. Gordon chooses to regard what I have said as an attack on the 
railway management, I deeply regret this, but I cannot be deflected from 
attacking government interference and pressure by Mr. Gordon’s mistaken 
reaction. 

Mr. Poutiot: Mr. Chairman, dealing further with the question of privilege, 
I would like to refer to the proceedings of the Railways and Shipping Committee 
of last year, at page 45, where both Mr. Macdonnell and myself expressed our 
views about the duties and functions of Mr. Gordon é as the head of the Cana- 
dian National Railways: \ 

Mr. PoutioT: ...Speaking personally, I am for quality and not for 
quantity. The purpose of the board of directors is to advise the manage- 
ment and, as I see it, the more advisers we have the more difficulties we 
may expect. 

Mr. MAcDONNELL: Not with a man like Mr. Gordon; he keeps the 
directors in their place. 

Mr. Povutiot: But Mr. Gordon is not the only man. We must have 
a board of directors to give direction to the board of management. The 
board of directors cannot have any say in the operation of the road so 
what difference does it make anyway. 
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Mr. MACDONNELL: Let me put it this way, Mr. Gordon; again, I don’t 

want to appear to be interfering with the management; that is to say, 
I think the president and the executive are responsible. On the other 
hand, there are a great many conclusions which Mr. Gordon has to make 
which are very far-reaching and which I presume he brings to the atten- 
tion of the board from time to time asking for their advice. And when 
I say I do not want the board of directors to interfere with management, 
I do not mean that they should not make decisions. They could make 
very important decisions, but they are decisions to be carried out by 
the president. 

Mr. MACDONNELL: I don’t think that was a bad statement. : 

Mr. Pou.tiot: No, but it was different from what you are doing now. 

Mr. MACDONNELL: I don’t think so, not at all. 


Hon. Mr. CHEVRIER: Mr. Chairman, I would like to say a word on the point 
of privilege because I think my hon. friend is misinterpreting the whole attitude 
and the whole principle that we have followed not only in the House of 
Commons but also in this committee. I have not before me the statement 
read by my friend Mr. Macdonnell on privilege, but I did take down some- 
thing to the effect that there had been government interference in the manage- 
ment, and since I am the minister responsible for the affairs of the Canadian 
National Railways in so far as the committee is concerned, I must immediately 
take issue with that statement. There has been, in so far as I am concerned, 
no interference whatsoever. 


Some Hon. MEMBERS: Hear, hear. 


Hon. Mr. CHEvRiER: Furthermore, I ask my hon. friend to believe this 
when I say that I had known nor heard nothing of the Pitt incident until a 
question was asked, of me by Mr. Diefenbaker in the House. 

Mr. MAcCDONNELL: When? 


Hon. Mr. CHEvrRIER: It was just after the newspaper report of November 13. 
The House met sometime in December, and I should think it was toward the 
end of December or perhaps early in January. I do not recollect, but in any 
event until that question was asked in the House—and that date is very easily 
ascertainable—I had known nor heard nothing of the Pitt incident. Now, 
then, there could have been, in so far as I am concerned,. no government 
interference whatsoever. 


Mr. KNIGHT: On a point of information, Mr. Chairman. That date must 
have been before December, because the minister’s letter to me was written 
in December. | 


Hon. Mr. CHEvRIER: Yes, I have it now; it is November 25. And what my 
hon. friend Mr. Macdonnell is trying to do, contrary to the rules of the House 
and contrary to the rules of this committee, is to make a motion which is 
against all the precedents that have been established. Now, his motion— 


Mr. FULTON: Mr. Chairman, is this a question of privilege or a point of 
order that is being dealt with by the minister? 


Hon. Mr. CHEvRIER: I am dealing with a question of privilege in which 
the member indicated to me that there was government interference with 
management, and I am discussing this. 


The CHAIRMAN: Mr. Fulton, I permitted Mr. Macdonnell, under the 
circumstances, to wander very far afield from the question of privilege. Now, 
in view of that I do think the minister should be permitted to make a statement 
without interruption. , 


Mr. FuLton: I merely asked whether it was a point of order or a question 
of privilege that he was discussing. 
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Hon. Mr. CHEvriER: Now, the motion that Mr. Macdonnell made yesterday 
was: . | 

For a copy of all letters, telegrams and other communications 
between senior officers and officials of the Canadian National Railways 
and Robert Pitt, M.B.E., then manager of the Fort Garry Hotel in 
Winnipeg, concerning complaints as to the allotment of rooms to Federal 
Ministers of the Crowm in the said hotel, or as to the conduct of 
Robert Pitt in the discharge of his duties, and of all replies to such 
letters, telegrams and communications in any way referring to alleged 
complaints, since the lst day of September, 1952, and to date. 
Now, in the House of Commons in March of 1953, Mr. Diskenbateer moved the 


following motion: 


For a copy of all letters, telegrams and other communications 
between senior officers and officials of the Canadian National Railways 
and Robert Pitt, M.B.E., then manager of the Fort Garry Hotel, Winnipeg, 
concerning complaints as to allotment of rooms to Federal Ministers of 
the Crown in the said hotel, and of all replies to such letters, telegrams 
and communications in any way referring to alleged complaints, since 
the lst day of September, 1952, and to date. 

At that time it was indicated in the House that the matter concerned the 
internal management of the Canadian National Railways. It was also indicated 
in the House that all matters having to do with interdepartmental communica- 
tions and correspondence, and all matters having to do with communications 
between employees of the Canadian National Railways and the president and 
other executive officers of the railways were not producible because it had 
been the practice of the railways, and of the departments for that matter, 
not to make interdepartmental communications public. This policy is: one 
of long standing and one which has been recognized by both Liberal and 
Conservative governments as essential to the successful management of the 
Canadian National Railways, and I do not need to repeat here what was said 
then, namely, that Mr. Meighen in a very strong statement indicated that that 
was the policy which should be followed. I think, too, that at that time it 
was indicated that it is not in the interest of the Canadian National Railways 
to give information which relates to the internal management of the system 
and which other competitors or other business organizations would not be 
required to produce; and then, again, it was certainly my impression that 
Mr. Diefenbaker rather agreed with that position, because earlier he had 
asked for the production of documents having to do with Central Mortgage 
and Housing Corporation, and my colleague, the Minister of Resources and 
Development, had quoted another paragraph, or another statement by 
Mr. Meighen in the House of Commons, and Mr. Diefenbaker in his reply 
seemed to argue—certainly that was my understanding—that while that does 
not apply to the Central Mortgage and Housing Corporation, I think there is 
a difference in so far as the Canadian National Railways is concerned, and 
I believe that perhaps it could not be made applicable to it. Now, the words 
of Mr. Diefenbaker can be found at page 2734 of Hansard, when he said this: 

I would point out, Mr. Speaker, that Mr. Meighen was dealing with 
the Canadian National Railways and he stated it would be impossible 
to furnish parliament with the information, particularly in view of the 
size of the C.N.R. and the number of employees of that body. 

So'I conclude, by inference at least, rightly or wrongly, that Mr. Diefen- 
baker was then admitting the principle laid down by Mr. Meighen. 

Now, then, I would like to go on just one step further and say that this _ 


f committee is bound, I believe, in my opinion, by the ruling of the House. The 


House of Commons dealt with the notice of motion for production of papers, 


and the House of Commons decided by a vote, which can be seen in Hansard, 


72990—8 


114 | ss SESSIONAL COMMITTEE _ 


that this correspondence should not be produced. Then my hon. friend yesterday 
stated very emphatically that he was bringing this up because he thought it 
was his duty to bring it up. He was bringing it up and making it quite clear 
that there was no implication left in so far as the Prime Minister was concerned, 
that he had nothing to do with that. 


Mr. MACDONNELL: I always said that. I said that in the House. 


Hon. Mr. CHEVRIER: At page 575 of Hansard, December 11, Mr. Macdonnell 
is speaking, and I quote—he is dealing with complaints: 

The first is ‘that the Prime Minister and his party were not properly 
received at the hotel rotunda’. 

5 . Now then, the second complaint is ‘that there were no rooms 
inmediately available for all the members of the party’. 

A little further on: 

The complaint apparently might be that Mr. Pitt did not force his 
way through the group in order to present himself to the Prime Minister; 
a sort of bucking the line technique. 

And a little further on: 

Here perhaps we find something which we can understand better. 
Here we may find some very important personages, at least in their own 
minds, who take themselves very seriously and who may have fancied 
that they had not been treated with all the deference to which they 

considered themselves entitled. 

And a little further on in his speech, Mr. Macdonnell, at page 576 of Hansard, 
says: ‘ 
Does anyone imagine that a man who had served for that length of 
time in that capacity would not know how to treat a Prime Minister 
or would not know how to treat appropriately the other Soe A who 
were with the Prime Minister? 

And still further on: 

Nevertheless according to this record which, as I say, came from the 
labour people, he was demoted for that reason. I regret to say that the 
president of the Canadian National Railways gave a different reason. 
I regret that Mr. Gordon, for whom I have immense respect, gave this 
reason because I cannot accept it and I do not believe anyone in this 
House can accept it. 

Now, Mr. Chairman, the chairman of the Canadian National Railways has 
‘denied that charge, he has denied that allegation publicly in the press, and he 
denied it here again yesterday, and I, as a responsible minister of the Crown, 
deny it myself and say that I had no knowledge of it, nor did I have any inter- 
ference whatsoever in this matter. Now, then, I just put that on the record in 


passing because my friend seemed to indicate, oh the Prime Minister has — 


nothing to do with this, but in the four statements I have read he is dealing 
exclusively with the Prime Minister as he goes along. 

Now, if I may conclude what I have to say in this way. This committee in 
the past has made important decisions, and one of them is that decision which 
I have indicated that we have made, namely, that the Canadian National 
Railways hotel system is under the management of the board of directors of 
the Canadian National Railways and it has been a long established policy of 
the government not to interfere with the management function of the Canadian 
National Railways. I say here and now that the government has not interfered 
through its minister, or certainly through any other means that I am aware of. 
The employee in question is an employee of the Canadian National Railways 
and he is responsible to the management, and to the management alone. He 
is not a government employee and he is not in any way subject to public 


interference or control. The policy of the management of the Canadian National ~ 
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Railways is to operate this transportation system, including these hotels, 

efficiently and in the best interests of the country, and to do this the management 
of the railway, to do it effectively, must have a free hand with its employees. 
Now, that is the statement which Mr. Gordon attempted to give, and did in 
fact give yesterday. On the other hand, my hon. friend, notwithstanding that, 
insists that there has been political interference. I deny that there is. 

Mr. MAcDONNELL: May I have a word, Mr. Chairman? May I at least read 
what I said— 

The CHAIRMAN: On a question of privilege, yes, but I think we have gone 
too far afield on the question of privilege. 

Mr. McCutuLocH: Cut it out. 

The CHAIRMAN: I want to be fair to the committee and I want to be fair to 
Mr. Macdonnell. ; 

Mr. MAcDONNELL: I just want to read one sentence to support what I said 
in my original speech in this matter. I referred to the Prime Minister in the 
same way I did last night. I am reading from page 578 of Hansard: 

-And finally, I put it up to the Prime Minister who was there. He, 
I believe, would have no patience with this kind of thing. 


Now, Mr. Chairman, may I have a moment more to reply to the minister. 
I just want to say two things. I am not going to argue about your judgment. 
You have given that. It has already been pointed out, and I think the minister 
agrees that there is no question here of giving information that could be 
valuable to competitors, and to remind you that it was not only suggested, but 
I was challenged by Mr. Howe that I should come here, and what he said was: 
He could demand the files, he could demand operating results, he 
could go to the bottom of this matter, and it certainly is his dane to 
parliament to do so. 


Hon. Mr. CHEVRIER: May i interrupt you there? You were Saalieneds to 
come here and ask questions, but you came here and made a 30-minute. 
statement contrary to the practice of this committee. 

Mr. MacpDONNELL: I realize that a statement by Mr. Howe does not neces- 
sarily affect the practice of this committee. I am only saying that a respons- 
ible minister, when this was up in the House, said to me that that was the 
wrong place and “you should go to the committee”. 

Hon. Mr. CHEVRIER: He was quite right in saying that, because this is the 
place to deal with it. 

Mr. MAcDONNELL: Well, I am dealing with it. 

Hon. Mr. CHEVRIER: Well, why not ask questions of the witnesses? 

Mr. Gordon: Give me a chance to answer. 

Mr. MAcDONNELL: I do wish to say that I think the minister, instead of 
trying to prevent this thing from being gone into, with the documents produced, 
should have supported me. Obviously I am not going to spend a lot of time 
on that, because he did not support me, but I am saying that while I am on 
record—Mr. Pouliot read what I said, and I think I know something of the 
 proprieties of managing a corporation, but I say there is a whole world of 
difference in this. This has arisen because of the action of fellow employees 
and it became a matter of public knowledge. I still maintain if this is hushed 
up it will be a bad thing, and I feel it should be gone into, and I feel if we are 
prevented here from going into it— 

Hon, Mr. CHEVRIER: Go into it, then. 

Mr. MACDONNELL: We are asking for the documents to be pcan here 
so that we can go into it. 
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The CHAIRMAN: Gentlemen, we had a motion before us for the production 
of papers, and after an extended discussion—and I believe I ene Wee great 
leniency in the discussion— 

Mr. FULTON: You read a prepared statement. 

The CHarrman: I ruled. Do you object to a person studying a serious 
problem before expressing an opinion on it? 

Mr. FuLToNn: I said that you read a prepared statement. 

The CHAIRMAN: And so I did. 


‘Hon. Mr. CHEvrIER: And so did Mr. Macdonnell: He read a prepared 


statement too. 

The CHAIRMAN: Order, gentlemen. I ruled that the motion for the 
production of papers in this connection was out of order. Mr. Macdonnell 
has appealed from the ruling of the chair. I think I should explain to the 
committee why I consider that in fairness the rules of order should be bent 
a little. Mr. Macdonnell did make a statement in the heat of the discussion 
last night which was not factually correct. Therefore I think he should 
have an opportunity to retract that statement. 

Mr. MAcDONNELL: What I said, Mr. Chairman, was dopeee I had a 
message from him. | 

The CHAIRMAN: I shall read from the record just, what you said, Mr. 
Macdonnell. This is what was said: 


“Mr. Gordon: To whom did Mr. Pitt make this eee 


That was a ‘request to come and give evidence. And you said: “To me.” That 
is not factual. “ 

Mr. MACDONNELL: It is true that I have been at pains to explain, but at 
the time the atmosphere was not good for explanations. But I repeat that the 
statement was correct. He did make a request to me and it came through a 
mutual friend in Winnipeg. That was his request. 

Hon. Mr. CHEVRIER: I would like to hear from Mr. Gordon. 

The CHAIRMAN: We shall come to that. Gentlemen, I think I have allowed 
perhaps more laxity than I should have in regard to this question of privilege. 
But I have done it. The appeal is from the ruling of the chair and the question 
is not debatable. All those in favour of sustaining the ruling of the chair will 
please signify. 

Mr. FuLToN: Mr. Chairman, may we have a recorded vote? Somebody 
says ‘‘too late” but I submit it is not too late. 

The CHAIRMAN: All those opposed to the ruling of the chair? Mr. Fulton 
has asked that we have a recorded vote. He is late in asking for it but I 
instruct that the vote be recorded. 

Mr. FULTON: Under the rules, Mr. Chairman, I submit that we can ask 
for a recorded vote. I think you will find under the rules that I was in time. 

Mr. JAMES: Let-us record it. What is the difference? 

The CHAIRMAN: Let us take a recorded vote. The request is in. 


(At this point a recorded vote was taken.) 


The CHAIRMAN: I declare the appeal from the ruling of the chair to be lost. 
Now, we have a motion of Mr. Macdonnell’s before the chair that Mr. Pitt be 
called before this committee as a witness. 

Mr. Futton: And Mr. Sommerville. 

The CHAIRMAN: And Mr. Sommerville. As these men are employees of 
the Canadian National, I would like to have a statement from Mr. Gordon 
in this regard. 
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Mr. Gorpon: Mr. Chairman, there are so many sections of this particular 
question now which have accumulated that I must ask for your indulgence 
if I try to cover the ground in respect of principle particularly. 

I think I should first of all comment on Mr. Macdonnell’s assertion this 
morning with respect of Mr. Pitt. I feel it my duty to defend Mr. Pitt. 

When I left this parliamentary committee last evening I was not in a very 
good frame of mind. So I called my secretary and I dictated a statement of 
which I will now give you the essence. 

Just at the close of the parliamentary committee proceedings this evening, 
Mr. J. M. Macdonnell made a statement. He said something as follows: ‘‘The 

- Shoe here is on the other foot. Mr. Pitt is asking that he be heard by this 
committee.”’ 

I thereupon directed a question to Mr. Macdonnell and I asked him to 
whom had Mr. Pitt made such a request. And Mr. Macdonnell’s reply was that 
Mr. Pitt had asked him, (Mr. Macdonnell), to make such representation. 

Mr. MACDONNELL: I said that it came to me. 

Mr. Gorpon: The words as I recall them, were “‘to me’’. 

Mr. MACDONNELL: That is right. 

Mr: GorRDON: I then stated to Mr. Macdonnell that Mr. Pitt in my opinion 
had no right to make such a request through Mr. Macdonnell when he, Mr, 
Pitt, should have submitted it to me. 

There was a great deal of further conversation, most of which I presume 
is recorded in Hansard. I do not recall too clearly much of that conversation, 
because quite frankly, I admit that I lost my temper. 

However, upon returning to my hotel I telephoned to Mr. Pitt and I 
asked him if he would reply to a simple question and tell me if he, Mr. Pitt, 

had asked Mr. Macdonnell that he be called before the committee as a witness. 

Mr. Pitt immediately denied that he had made such a request. He said 
that some friends of Mr. Macdonnell’s had approached him and asked him if 
he was willing to appear if called as a witness. Mr. Pitt said that if he were 
called by the committee he could not do anything else but appear. 

Mr. Pitt repeated emphatically that he did not make a request of Mr. 
Macdonnell to be peers before the committee. That is all the conversation 
I had. 

At this point I wish to direct my further remarks solely to the question 
of principle here involved and the effect on management as I see it. It seems 

_ to me that the only question properly at issue is the allegation contained in a 

news report published by a Winnipeg newspaper charging that Mr. Pitt’s 

transfer from the Fort Garry hotel in Winnipeg to the Prince Edward hotel 
at Brandon was brought about as a result of political interference arising 
out of the visit to Winnipeg by the Prime Minister. 

That news report was not referred to the management of the Canadian 
National hotels before publication either for verification or for comment. 
Moreover, no charge such as contained in a newspaper report has ever been 

lodged with the management of the Canadian National hotels or myself. 

As soon as the news report was brought to my attention I promptly denied 

its allegations and I authorized a statement in quotations to that effect. Never- 
theless, on the basis of this wholly unconfirmed news item, and despite prompt 
denials of its accuracy by those concerned, there have appeared in the news- 
paper editorial comments, and in statements in the House of Commons, as well 

as in some correspondence, claims and allegations about political interference 
in the Canadian National hotel management. 

a ; To each and every one of these I repeat my categorical statement that no 
_ complaint has been registered either by the Prime Minister or on behalf of him 
in respect to the visit in question to the Fort Garry hotel. 
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Further, I now state eauatty. categorically that no attempt of any kind has 
been made to influence the management of the Canadian National hotels in 
regard to the placement of any member of its staff, and that any decisions of 
this kind have been solely those of the management. I should also point out 
that Mr. Pitt was given the opportunity to discuss with me the reasons for 
his transfer following which I confirmed to Mr. Pitt orally the decision of the 
general manager of hotels. Mr. Pitt accepted that decision and so far as I have 
knowledge, Mr. Pitt has authorized no one to make further representations on 
his behalf. 

For the reasons which I stated yesterday I regard it as most improper and 
highly unfair to any employee that his service record should be made a matter 
of public disclosure. Accordingly, the reasons leading up to our decision to 
transfer Mr. Pitt are purely matters for the internal management of the 
company, and I am strongly of the poinion that management’s authority over 
the transfer, promotion and discipline of every employee must be placed beyond 
the possibility of doubt. 


In parenthesis I may also say that I am delighted to realize that public - 


opinion is so sensitive about any possibility of political interference with the 
management of the Canadian National, and I assure the committee, and through 
it every employee in the Canadian National organization, that if there were the 
slightest substance to these fears, I would be the first to complain. 

Mr. Chairman, perhaps I may now deal with the question of principles as 
IT see them and I wish to make a special statement in that connection. In the 
course of my duties I travel a good deal and I meet a great many people. In 
meeting a great many citizens in the course of my travels, I make it a practice 
to inquire about their experience with Canadian National service in its various 
forms. Moreover, I receive a heavy mail flow from people who write me about 
their experiences with our facilities,—some in commendation, some in criticism. 

Still further, our public relations officers across the country keep in touch 
with expressions of opinion. In this way, I, as well as other senior officials of 
the railway, keep informed about how our patrons regard us and by acting 


promptly to correct evidences of indifference we often pacify customers with | 


grievances or, alternatively, we build up staff morale by giving a pat on the 
back to an employee who has attracted commendatory comments by living 
up to our motto of “courtesy and service” 

This is an important point of Einele which I would ask the committee to 
consider very seriously. If the management of the Canadian National system 
were to be required to divulge the names of customers or others who have made 
comments about our services or be obliged to reveal what has been said in 
private conversation or correspondence then it would, in my judgment, become 
impossible to obtain this frank or constructive comment which is helpful to 
management. 

Naturally we do not accept at face value all that we hear but it is of interest 

for us to know what people think of us and to have opportunities to investigate 
specific Situations as we do. Still further, if individuals who have conversations 
with Canadian National management are to be subjected to call before par- 
liamentary committees, it would rapidly become impossible for us to do 
business. 
I conclude by affirming on my personal word of honour that there has not 
been the slightest interference, nor the slightest pressure upon me, or to my 
knowledge, upon any official of the Canadian National Railways, having regard 
to the transfer of Mr. RiuSu Pits, } 

Mr. MACDONNELL. Apparently there is one place in which there is agree- 
ment and that \is that Mr. Pitt is ready to come if requested. That was what 
I said in my statement this morning and you can see that my statement was 
perfectly correct; : 
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The CHAIRMAN: Are you ready for the question? 

Mr. FuLton: Mr. Chairman, there are certain things which I think should 
be said before the question is decided. Mr. Macdonnell has made it clear | 
that in anticipation of the challenge of his statement he felt it necessary to 
ascertain whether or not Mr. Pitt would be willing to come before the 


“committee. He so ascertained and Mr. Pitt has indicated that he would be 


willing to come if called. That is the first thing. Now, certain of the state- 


‘ments made by Mr. Macdonnell have been called in question, and the whole 


situation has been called in question by the statement which has been made 
by Mr. Gordon and which I feel he was bound to make. I think that under 
those circumstances that is the only way we are going to get at the truth. 
I am not criticizing them for it, but it is obvious from the attitude of some 
members of the committee that they are disposed to question the accuracy 
of Mr. Macdonnell’s statement. 

This whole situation arises out of a very serious suggestion that has been | 
made namely, that there has been an attempt to bring political pressure on 
the management of the railway. I should say to you, Mr. Chairman, and the 
committee that matters have now gone beyond the point where any ordinary 
principles might govern, such as those referred to by the minister. We can 
only settle this question if we call NG Pitt and Mr. Sommerville as witnesses 
before the committee. 

I suggest that the statement made by Mr. Gordon is the strongest possible 


- argument that this committee must call Mr. Pitt to get at the facts. Otherwise 


it will be left in the realm of uncertainty. And I submit that otherwise the 
suggestion which has been made that there has been political pressure brought 
to bear will not be disposed of. 

Mr. BENIDICKSON: In other words, you do not believe Mr. Gordon. 

Mr. Futton: I submit that this issue will not be disposed of or the facts 


known until the witnesses, Mr. Pitt particularly, and Mr. Sommerville are 


called before the committee. 

Mr. GorDON: What witness can give better evidence than mine in regard 
to that point? : : 

Mr. FuLTON: I suggest to you that Mr. Pitt can give evidence as to the 
circumstances surrounding his transfer. 

Mr. Gorpon: The transfer of Mr. Pitt was a decision taken by the manage- 
ment. I discussed the reasons with Mr. Pitt. He knows them. . The decision 
that was made by the general manager of hotels was investigated by myself 
and I confirmed it. I have stated to you the only way in which there could 


be the slightest suggestion of political interference, in my judgment, would 
be that if there had been any impact on my mind by anybody to make that 


decision, but no witness in the world that you could call can state what 
motivated my decision on this matter. And I submit to you that I am the 
only person in the world who can reply to the question as to whether or not 
there was political interference because I was the man who made the final 
decision. 

Mr. Fuuiton: May I ask you this question, Mr. Gordon: You would 
naturally receive a recommendation from your general manager of hotels. 


Mr. Gorpon: That is right. 


Mr. FuLton: Would you care to admit that it is relevant to this discussion 
to find out the whole circumstances under which the general manager of hotels 


arrived at his decision which caused him to make a recommendation to you? 


> ce 


Mr. Gorpon: The point is that the general manager of hotels arrived at 
his decision for a series of reasons which I say, as management, should not — 
be a matter for public discussion. And I simply touched on the point of 
principle as to the political interference. The charge here, after all, is not 
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whether I made a bad decision, or even that. It is not whether I made an 
unfair decision, or even that. The charge here is only that there has been 
political interference. ke 

Even if I had made a bad decision, it is still not the business of this 
committee to investigate it. You have a right to have an opinion about 
me as President of the Canadian National Railways. But as President of the 
Canadian National Railways I must take the responsibility for management, 
and I must have supreme authority and control over the staff and employees 
of the Canadian National Railway Company. 

Let me ask you this one question, Mr. Fulton. A man in your constituency, 
let us say, working for the railway, is dismissed from the service. He does 
not like it. No man likes to be dismissed. He appeals to his superior officer, 
and in due course the appeal comes to Mr. Dingle, the Vice-President of 
Operations; and in due course the appeal will reach me. It is my duty to 
examine his appeal and give him a fair trial. Now, of necessity, if manage- 
ment is to have any authority over staff, that must be the end of the matter. 

If an employee is to be given the right to appear before this committee 
and argue his case, then the authority of management disappears. There 
is no business in this country that can operate that way. 


Mr. Futtron: But the situation here, I suggest to you, “is very very 
different. We are not asking Mr. Pitt to appear. The suggestion is not that 
the committee ask Mr. Pitt to appear before it to argue his case. The suggestion 
is that Mr. Pitt be called before the committee in order to answer questions 
which members of the committee may put to him. 

And I say to you in answer to the proposition which you have just made, 
that if I had any reason—you have stated it as just a general proposition and 
you will permit me to do the same, and you will leave personalities out of it 
—that if I had any reason after such an investigation as I have been able to 
make of the case to conclude that this hypothetical man in my constituency 
had been unfairly treated, then I would most certainly be prepared to bring it 
before this committee and demand that the employee be called before the 
committee to answer. questions which I would ask that employee. 

Let me conclude here, Mr. Gordon. 


The CHAIRMAN: In order that there will be no question as to who has the 
floor, will the members please stand when they are addressing the chair. 


Mr. Fuuton: Mr. Gordon. 


Mr. Pou.tiot: Mr. Chairman, the question I will ask you to discuss with 
Mr. Macdonnell and Mr. Fulton is this. I have no power of attorney, but 
I shall ask a question, if you will permit me. | 

The CHAIRMAN: If Mr. Fulton is willing to have a question asked, then 
all right. 


Mr. Futton: May I suggest that after I am finished, and if I have not 
asked all the questions that I should, that I will be prepared to allow Mr. 
Pouliot to ask any that I left out. Mr. Gordon has himself stated as to the 
reasons for his decision in this or any other case, that he is the only man 
who would know what is in his mind when he makes that decision. That, 
of course, is obvious, but I submit that it is a principle, and I ask Mr. Gordon 
if this is not correct; is it a principle of management that management receives 
recommendations, that is, the top men receive recommendations from those 
whom they have placed in positions of responsibility to carry out the pe 
functions of the railway? 

Mr. GORDON: Yes. - 


Mr. Futton: And when these subordinates arrive at their decision to 
recommend a certain course of action, the motives and reasons in the minds 
of those subordinates would be known only to them. So it seems to me that 
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it is very simple. There have been statements and there has been, I suggest, 
a good deal of evidence to support the claim that there is evidence of an attempt 
to bring political pressure to bear, but the first place where that would be 
brought to bear is, as I suggest in the case of a complaint or an incident 
involving the manager of a hotel, is at the level of the general manager 
of hotels. The only person who can answer questions as to the circumstances 
under which those complaints involve the manager of one of those hotels 
would be the general manager himself, and Mr. Gordon would not necessarily, 
I submit to you in all seriousness, know all the surrounding circumstances, 
particularly those which do not appear in the record. 

Mr. BeENmIcKSON: He says he does know in this case, though. 

Mr. Fuuton: Mr. Gordon has said that nobody but himself knows what is 
in his own mind when he arrives at a decision, but the general manager of 
hotels would know all of the circumstances when he came to a certain decision. 
All we are asking is that that gentleman, who is not a junior official but is a 
pretty senior official of the Canadian National Railways, be called before this 


committee so that he can be questioned to explain the circumstances under 


which he made the decision he did. 
The CHAIRMAN: Do I understand this, that having called this witness, who 


is junior to the president, and after hearing his evidence, is it your contention 


then that if his evidence is so and so, that this committee should overrule the 
decision of the president of the company in a matter regarding staff? 


Mr. FuLton: I am not suggesting’ what action this committee might take 
after hearing the evidence. 

The CHAIRMAN: What other action would you take? Are you not driven 
to that? I would suggest you read from Arthur Meighen, Sir George Foster, 
Sir Thomas White. 

Mr. FuLTon: One thing that still might be open to this committee to do 
after hearing the evidence would be to pass a motion of censure on the govern- 
ment in the matter—_ 


Mr. BENIDICKSON: Over the word of honour of the president? 


Mr. Futton: —for having brought political pressure to bear on any official 
of the Canadian National Railways. 


Mr. Gorpon: That is not true. 


Mr. Futon: You are now saying, Mr. Gordon, you know what was in the 
mind of Mr. Sommerville. 


¥ Mr: Gorpon: I do know, because it was my duty to inquire of Mr. 
Sommerville and ask him to explain the decision to me. We are talking here 
about a principle of managernent which is fundamental, and that is the 
authority of management over its staff. Now, it has been clearly stated here 
that the management of the Canadian National Railways has to be an inde- 
pendent management free from political interference and that the business 
should be run as any other business. If this principle is established that you 
have the right to call the general manager of hotels of the Canadian National 
Railways, then I would ask you why you should not call the general manager 
of Canadian Pacific Railway hotels and ask him why he made_a transfer of, 
let us say, the manager of the Royal York Hotel. 


Mr. FuLton: I answer Mr. Gordon by saying if I were a shareholder of 


the Canadian Pacific Railway and I thought that an employee of the company 


had been demoted or transferred for reasons which were unjust and which 
should not prevail in the management of that concern, I should most certainly 
take the opportunity of attending at the annual meeting and bringing the 
question up. 
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Mr. BENIDICKSON: And you would talk only to the president of that 
company. : ) zis 

The CHAIRMAN: And how far would you Ber) 

Mr. FuLTON: I know that I would not find any more loaded committee 
against me than I find here in the case of Mr. Pitt. Now, Mr. Gordon has 
made certain statements here and I would like to ask Hie some questions 
arising out of what he just said. I want to know whether a message was sent 
on or about the 22nd September to the Fort Garry Hotel, which is about ten 
days after the visit of the Prime Minister’s party, demanding the submission 
of the file in connection with the matter of the Prime Minister’s reservation. 


Mr. Gorpon: That is quite true. | 

Mr. Futton: And on September 23, was there a further wire sent saying 
that the file had not yet been received? 

Mr. Gordon: I cannot confirm the date, but the files of that visit were 
requested by the general manager at my suggestion. It was several days 
before the manager replied to that request. 4 

Mr. Futton: And that initial request was made by you ten days after 
the visit of the Prime Minister to Winnipeg? 

Mr. Gorpon: I won’t dispute your date, but that would be approximately 
correct. 

Mr. FuLton: Now, did Mr. Sommerville— 

Mr. Gorpon: And, incidentally, that is not all that was asked for. 

An Hon. MEMBER: Would you like to hear it? 

Mr. Fuutton: If Mr. Gordon wants to say what else was asked for, he 
can do so. : , 

Mr. Gorpon: I asked for sufficient information to review the case and — 
the decision which the general manager of hotels had made. I asked him to — 
place before me the record on which he based his recommendation in order 
that I would make a suitable inquiry into it. 

Mr. FULTON: When was that recommendation of the general manager of 
hotels received by you? 

Mr. GorDon: I could find that date. 

Mr. Pouniot: Owing to the Connelly precedent, I would suggest to 
Mr. Fulton to be very careful. 

Mr. Gorpon: It is too late, Mr. Pouliot. The recommendation made to me 
by Mr. Sommerville—at least, the recommendation that came in the first 
instance through my executive assistant for the changes in the hotel organiza- 
tion that included the transfer of Mr. Pitt, was made under date of October 14. 

Mr. FuLton: Well, Mr. Gordon, I think you told me that you had caused 
the instructions to be given which resulted in the request for the file in 
connection with the Prime Minister’s reservations, which was made on 
September 22. You told me you made that request on a recommendation from 
Mr. Sommerville? . 

Mr. GorpDon: Well, then, I must have misunderstood the meaning of your 
questions. I instructed Mr. Metcalf, who is my executive assistant and in the 
first instance the supervisor of hotel operations for me, to instruct Mr. Sommer- 
ville to make a review of our hotel operations with particular reference to the 
Fort Garry Hotel, because information that I had received from a number 
of places had indicated that the service at the Fort Garry was not satisfactory 
and not up to standard, and as a result of my general request that there should 
be a revew of our hotel operations. With that.in mind Mr. Sommerville, 
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after investigation, in a report to Mr. Metcalf dated October 14 made his 
recommendation that there should be certain transfers made in our hotel 
organization, which included the transfer of Mr. Pitt. . 

Mr. Futon: Then I shall have to go back to my initial question as to 
the dispatch of the message on September 22 calling for the file in connection 
with the reservation of rooms for the Prime Minister and his party. 

Mr. Gorvon: The origin of that is a letter from Mr. Metcalf to Mr. Sommer- 
ville carrying out my instructions. 

Mr. FULTON: When were your instructions given? 

Mr. Gorpon: My instructions were given under date of September 19, and 
following my instructions, which were directed to Mr. Metcalf, Mr. Metcalf 
wrote to Mr. Sommerville a letter in which he called for that review. Mr. 
Sommerville made his review and in due course, as I have said, made his 
recommendations that he felt a shake-up in the organization was called for. 

Mr. FuLTON: On September 22, Mr. Sommerville sent a message requiring 
a file at the Fort Garry Hotel about the Prime Minister’s hotel reservations. . 

Mr. Gorpon: It was following my letter. If we must be precise in dates, 
I suppose I can trace it. Mr. Sommerville wired to Mr. Pitt on September 22, 
asking for the file. The only message that he sent him without any comment 
at all—I think I might as well read this message: 

Send first airmail your file on reservations for the Prime Minister 
and also state what accommodation he and his party occupied. 


That was dated September 22nd. 

Mr. Futton: Is there a further telegram on September 23? 

Mr. Gorpon: He wired him again, asking why it had not been sent. 

Mr. FuLton: That was one day later, asking him why it had not been sent? 

Mr. Gorpon: That is right. 

Mr. FuLTON: Do you not think that indicates some rush or desire to 
receive this file? 

Mr. Gorpon: It indicates simply that Mr. Sommerville had had experience 
before with delays in the Fort Garry Hotel. 

Mr. FuLToN: I suggest that when your wire of September 22, asking for a 

file from Winnipeg, was received, that there was hardly time to comply when 
the second wire of September 23 was sent, and in this I suggest that some 
indication of urgency is apparent about receiving it. 

Mr. Gorpon: I have no doubt Mr. Sommerville wanted to complete his 
review as rapidly as possible. Mr. Sommerville was due to leave on a trip 
having to do with affairs at Jasper—no, it was later than that, he was due 
to leave on a trip and was anxious to get this matter cleared up. 

Mr. FuLToN: Would you expect to receive a file in one day from a place 
as far away as Winnipeg? 

Mr. Gorpon: Certainly. 

Mr. FuLTon: How? 

Mr. Gorpon: What have we got air mail for? 

Mr. Futon: Would you read the first wire again, the September 22nd wire? 

Mr. Gorpon: “Send first airmail your file on reservations for the Prime 


Minister and also state what accommodation he and his party occupied.” 


At that point Mr. Sommerville knew nothing about the matter except 
what I had told him, to make an investigation. 

Mr. Futon: Yet he asked specifically for the file on the reservations of 
the Prime Minister’s party? 
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Mr. GorpDon: That is right. ; 
Mr. Futton: Mr. Sommerville went out to Winnipeg, did he not, in 
October? 
Mr. Gorpon: I believe so, yes. 
Mr. Futton: Do you know what information he gave to Mr. Pitt at — 
that time? 


Mr. Gorpon: Yes, I do. I have the report of it. 
Mr. FULTON: What does it say? 


Mr. Gordon: I am not going to discuss what Mr. Sommerville talks to 
Mr. Pitt about, nor am I going to give the reasons, as I said before, which 
will have any reflection on Mr. Pitt. Mr. Pitt is entitied to be defended in 
that respect and I propose to do so as far as I can. 


Mr. FuLton: Mr. Pitt has already indicated his willingness to come here. 


Mr. Gorpon: Mr. Pitt has simply answered a question. Someone went 
to him and said: ‘Mr. Pitt, will you appear before the committee if you are 
called?” and Mr. Pitt said, “what else can I do?” He did not ask to come. 


Mr. FuLton: I am not pressing that point. 
Mr. Gorpon: I am pressing it because that is the statement that was made. 
Mr. FuLTON: The statement I am making— 


Mr. MAcDONNELL: My statement, I believe, was that he was ready and 
was willing to come. 


_ Hon. Mr. Cuevrier: You said he told you that he was coming. 
Mr. Gordon: You said the reply was “to me”. 
Mr. FuLton: I think we can dispose of this— 


Mr. MacponnELL: I was at pains to explain this morning that it was 
relayed through a responsible person, and I explained that so that there 
would be no misunderstanding. 


Mr. FULTON: We can dispose of this by saying that, whether or not 
Mr. Pitt is willing to come, it is obvious that this committee is not willing 
to hear him, for obvious reasons. 


Hon. Mr. CHEvrRIER: You are trying to make a political issue in this 
committee. 


Mr. Fuuton: I take it, Mr. Gordon, you refuse to give us any information 
with regard to this conversation? 


Mr. Gorpon: I will not disclose the file of Mr. Pitt’s service record with 


the hotels for reasons which I have already given. That is not. fair to 
Mr. Pitt. There is no reason why Mr. Pitt should have his file revealed to 
this committee, and the same applies to 120,000 other employees. 


Mr. FULTON: There is a letter dated October 27, apparently confirming 
. that Mr. Pitt would be transferred and stating what his salary would be. 


Mr. Gorpon: I think, Mr. Chairman, I had better claim privilege that 
I am not going to be talked into revealing individual letters. I have already 
gone too far on that. It is perfectly true I had the recommendation of the 
general manager to transfer Mr. Pitt to Brandon, and that is what took place. 


The CHAIRMAN: The chair has already ruled as to your position and the 
committee has supported the ruling of the chair. You should not in the 
committee make any disclosure of contents of documents or anything regarding 
internal management of the Canadian National Railways. 


Mr. FuLtTon: Was Mr. Pitt informed on November 27 that he would be 
transferred to Brandon at a salary of $440 per month? 


4 
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Mr. Gordon: That question has been answered in the House, so I see no 
objection, Mr. Chairman, to repeating that Mr. Pitt was so advised and he was 
told what his salary would be. It has also been answered in the House that 
a decision was later made that his salary would not be changed. If you 
will ask me why, I will be glad to.tell you. 


: Mr. FuLtTon: I want the full information. 


Mr. Gorpon: The decision for the transfer would carry with it the normal 
salary and the position at the Brandon Hotel carried with it that salary. That 
is the salary that would be payable to Mr. Pitt after that decision has been 
made. Mr. Pitt made representations to Mr. Sommerville and Mr. Sommerville 
came to me.and recommended that in view of personal reasons which Pitt 
had disclosed to him, which would indicate that because of his personal 
situation, his money position being what it was, that a reduction in salary 
would work a very severe hardship. Mr. Sommerville and I discussed that 
point and we decided that, all things considered, it was unnecessary to impose 
that further hardship on him, but purely because Mr. Pitt appealed to us on 
personal grounds which I am not prepared to disclose, and I call to your 
attention if I produce that file that among other things that will be disclosed, 
and that is not fair to Mr. Pitt. 


Mr. FuLton: Then let Mr. Pitt come before this committee. He is willing 
to come before the committee. 


The CHAIRMAN: That is not true. I am taking the word of the president 
against the hearsay statement of Mr. Macdonnell. 


_. Mr. Gorpon: In all fairness to Mr. Macdonnell, he has amended his state- 
ment. He no longer says he was requested by Mr. Pitt to arrange for him to 
come before the committee. 


The CHAIRMAN: Have matters got to the point, Mr. Fulton, in this com- 
mittee, where a member of the committee will say he won’t take the word of 
the president of the Canadian National Railways against hearsay evidence? 


_ Mr. FuLtTon: You are very skilful, Mr. Chairman, in trying to place a 
member in a position— 


An hon. MEMBER: You are not out in Kamloops, now. 
Hon. MEMBERS: Order, order. 


Mr. Fuuton: I will leave that particular matter to be dealt with by Mr. 
Macdonnell, who will leave no doubt about it, but we have it established now 
from Mr. Gordon’s answer that Mr. Pitt was first informed he would be trans- 
ferred to Brandon at $440 per month, and afterwards he was informed that 
his salary at Brandon would be the same as his salary in Winnipeg. 


Mr. Gorpon: For reasons which I gave him. I want again, in fairness to 
Mr. Pitt, to make this statement, that I informed Mr. Pitt that he had every 
opportunity to progress in the service of the hotel system, and I do suggest 
here that all this sort of thing that has gone on has been most prejudicial to 
the personal position of Mr. Pitt, and I imagine that when he says his prayers 
he also says, ‘““Oh, Lord, deliver me from my friends!” 


Mr. FuLToN: You are, of course, suggesting in that statement that this 
matter has been embarked upon lightly, and without considering the position 
of Mr. Pitt. I am in a position to inform you that this matter has not been 
embarked upon in that manner at all, and it was for these reasons that the 


precaution was taken of ascertaining from Mr. Pitt whether he would have 


any objection to this course being pursued, and if he had any objection to our 
asking for full disclosure of the facts, and Mr. Pitt’s answer to Mr. Macdonnell 
was that he would have no objection. 


The CHAIRMAN: Did he say that to Mr. Macdonnell direct? 
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‘Mr. MAcCDONNELL: I told you how it came about and I assume full responsi- 
bility for it. . Cee 

Mr. FULTON: I suggest to you if Mr. Macdonnell had got in touch with 
Mr. Pitt direct, you would be the first to say that that was a very improper 


action. Gentlemen in this country are entitled to place reliance on the words © 


of other gentlemen, and that is what Mr. Macdonnell is doing. 

Hon. Mr. CHEVRIER: May I ask you a question? 

Mr. FuLTON: Not just now. 

Hon. Mr. CHEVRIER: I would like to ask you a question. 

Mr. FuLTon: Wait till I have finished. 

Hon. Mr. CHEVRIER: Then you deny me the privilege? 

Mr. Futton: You can ask me your question later, but I wish to complete 
this portion because the suggestion is continually being made that Mr. 
Macdonnell is denying the accuracy of what Mr. Gordon has said. Mr. 
Macdonnell has said, and I know he will repeat it, that he took the precaution 
of ascertaining Mr. Pitt’s reaction through an intermediary. ; 
Hon. Mr. CHEvRIER: Who is the intermediary? Tell us who it is. If you 
do not, I will put it on the record. ae : 

Mr. Futon: All that Mr. Macdonnell has said is that he has ascertained 
from Mr. Pitt whether he would have any objection to this matter being taken 
up in the committee and pressed to its utmost conclusion, and if he had any 
objection or reservation with respect to the disclosure of the fullest information, 
and the answer which Mr. Macdonnell received, through the intermediary, was 
that there would be no such objection, and there is nothing there inconsistent 
with what Mr. Gordon has said. | 

Mr. Gorpon: Mr. Pitt has made no representations for further investigation. 

Mr. Futon: Mr. Macdonnell did not say that Mr. Pitt made representations. 


Mr. Gorpon: Who is Mr. Pitt working for? 

Mr. FuLToN: I repeat, the fact has been established that the approach was 
made to Mr. Pitt and that the answer was received, an answer upon which 
reliance was placed, that he would have no objection to having this matter 
pressed in the committee. I will leave that there. 

Hon. Mr. CHEVRIER: May I ask my question now? Who is the intermediary 
that operated between Mr. Macdonnell and Mr. Pitt? 


Mr. Poutiot: Tim Buck! 

Mr. FULTON: You will have to ask that question to Mr. Macdonnell if you 
wish, and the answer—I am not sure you are entitled to an answer. 

Hon. Mr. CHEVRIER: Then I ask Mr. Macdonnell. : 

Mr. FuLTON: Will you wait? I have just a few more questions to ask. 
Mr. Gordon, you have heard the facts that have been placed on the record by 
Mr. Macdonnell last night as to the circumstances of the Prime Minister’s visit 
and the visit of Mr. Pickersgill. With regard to the items, do you accept that 
statement as correct or have you any alterations to make? 

Mr. Gorpon: I am not going to start a trial as to somebody’s assertions. as 
to what happened. I merely say this, that following Mr. Sommerville’s inquiry 
as to the handling of a party, whether it was the Prime Minister’s party or any 
other, at my request he inquired into the handling of a party, and on the basis 
of his examination he came to the conclusion and reported to me that he was 
dissatisfied with the handling of that party. He also reported to me that he 
was dissatisfied with a great number of other matters. . 


Mr. Fuuton: And you have no alterations or corrections you wish to make 
as to the assertions of fact? 
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Mr. Gorpon: Now, wait a minute. You are putting words in my mouth. 
Mr. FuLToN: I asked you this. I said, do you wish to make any alterations 
or corrections as to the assertions of fact which Mr. Macdonnell placed on the 
record last night regarding the circumstances of the visit of the Prime Minister’s 


party? 


Mr. GorpDon: Assertions of fact by whom? 

Mr. Futton: Mr. Macdonnell. 

Mr. GorpDon: Wait a minute. I reply to that very simply, that I heard no 
assertions of fact. 

Mr. FULTON: You reveal then a hardness of hearing which is not char- 
acteristic of you. Mr. Macdonnell has made assertions of fact. They are on 
the record. I ask you if you wish to avail yourself of any opportunity of 
altering or disagreeing in any respect with the assertions that have been made, 
and I may point out to you that up to the present you have indicated to me that 
you do not wish.to make any corrections of these assertions. 

Mr. Gorpon: I have done no such thing, Mr. Fulton, with all respect. 
I have said I have not heard Mr. Macdonnell make any assertions of fact of 
which he has knowledge. He has placed on the record that some mysterious 
person has given him some information. He has also said that somebody 
wrote him a letter on behalf of Mr. Pitt. 

Hon. MEMBERS: Order, order. , 

Mr. FuLton: Mr. Gordon, I point out you are not answering my question. 
My question relates to the circumstances of the visit of the Prime Minister and 
his party and Mr. Pickersgill, on which Mr. Macdonnell did not rely on letters, 
as you yourself know. There have been statements appearing in the news- 
papers and coming to the attention of the public as to the circumstances of the 
visit. There is additional information which may be in my possession or in 
Mr. Macdonnell’s possession, but I point out to you that Mr. Macdonnell made 
assertions of fact— 

Mr. Gorpon: Of which he has no knowledge. 

Mr. FULTON: —with respect to the circumstances of that visit, and they 
are on the record. 
The CHAIRMAN: I would ask, Mr. Fulton, that you would state your— 

Some hon. MEMBERS: Order, order. Sit down. 

Mr. FuLToN: Mr. Chairman, I yield. 

The CHAIRMAN: I would ask, Mr. Fulton, that you would state your question 
and then that you would permit Mr. Gordon to answer without intermingling 
arguments as he answers. 

Mr. Poutiot: And do not speak when: he answers. 

Mr. Futton: I will be glad to state my question, but I would ask that you 
require the witness to answer the question and not to make arguments when 
he is answering, and not to make statements that have no reference to the 
question. 

The CHAIRMAN: Let us get on! 


Mr. FULTON: My question, Mr. Gordon, is in reference to a statement 
of fact. 

Mr. JAMES: Of fact? ‘ 

Mr. FULTON: Which Mr. Macdonnell placed on the record with reference 
to the circumstances surrounding the visit of the Prime Minister and his 
party to the Fort Garry. Do you disagree with that statement or do you 
want to vary the facts of it? 


Mr. Gorpon: I have heard no statement of facts by Mr. Macdonnell. 
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Mr. Mott: That if five times, Mr. Chairman. He has said it a times. 
Mr. JAMES: Let us hear from a new one. 


Mr. KNIGHT: It is a disadvantage in a committee of this kind, I have 
discovered, to have a soft voice. I did try to say something yesterday after- 
noon but with very little success. Mr. Macdonnell was allowed to make a 
long statement. I have no quarrel with that, but I think we should be allowed 
to say a word or two, because after all there are more sections than one in 
this particular committee. 


I made a statement or a speech here — which is perhaps a different thing 
than in the House of Commons — and I want to say a word or two in relation 
to this matter now and get it over with. I want to state my position which is 
somewhat different from that of my hon. friend. 


As I said yesterday, I was bringing no charge. I am not interested in the 
political implications of this thing, or in whether or not there was govern- 


mental interference with the management of the hotels. I am purely and © 
simply interested in it as a member of parliament who has received letters. | 


I have the letters here which could be filed. Of course, it is not necessary. But 
they are letters from various people. I have letters from doctors and from 
lawyers, and I have letters from employees of the Canadian National system 
and of the hotels. They have asked me to raise the matter, and it was with 
that intention and with that purpose only that I raised the matter in the 
House of Commons. 

I say that the charges have not been all one-sided. And as I indicated 
yesterday, I would quarrel with the Minister of Transport in that connection. 
The Minister of Transport said that these gentlemen — and since I was in the 
opposition I thought perhaps he included myself — that this decision taken 
on Mr, Pitt, or whoever it was, was not a decision of the government, but 
actually a.decision of the Canadian National and its management. I want to 
assert most vehemently that my sole purpose in raising the question in the 
House of Commons was to fulfil what I considered to be my obligation to 
my constituents who are interested in this particular thing. I say that the 
people in Saskatoon are greatly interested in this particular thing. I have an 
editorial from the Star-Phoenix which, at several places mentions dissatisfac- 
tion. As a matter of fact in the second line of the editorial it says: 

. the dissatisfaction of thousands of his constituents of all parties 
when he asked for more information on the summary demotion of Mr. 
Bob Pitt from the Fort Garry hotel in Winnipeg... 


And in regard to this particular matter. Moreover, further down it 
talks about this thing as being an outcry. And I would point out to all of 
you that this man, Mr. Pitt, is a man I do not know. I never met him but he 
was considered to be a very amiable, congenial and efficient person and a good 
manager so far as the Bessborough hotel was concerned. What his record was 
before or after I do not know. But I am conscious that was his record during 
the years he was manager of the hotel in my particular city. 


I said that the minister had thrown some charges around, and he also 
said that we, and I suppose that includes members of the opposition — after 
all one can see a political element in the thing — he said there were political 
reasons. But I deny that and I deny it vehemently. And the third thing on 
which I would find fault with the minister is this:—that Mr. Gordon told us 
that he was defending Mr. Pitt. I hope he is but his Minister of Transport is 
not defending Mr. Pitt when ‘he wrote to me in a letter which should become 
published and which letter says: 
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Office of the Minister of Transport, Ottawa, Canada, 
* December 2nd, 1952. 


Dear Mr. Knight: 


I have for acknowledgement your letter of November 28th, and I 
note your dissatisfaction at the answer which I gave in the House on 
the transfer of Mr. Pitt from the management of the Fort Garry hotel 
to that of the Prince Edward at Brandon. 

You will appreciate that the question of changes in personnel in 
the Canadian National Railways is one of internal management, in 
which it has always been the policy of this department not to interfere. 
In this particular case when the question was asked in the House, I 
inquired, as I always do from the management of the railways and, 
based on the report which was given me, I replied to the query of the 
member for Lake Centre. . 

As it has been the practice in the House since formation of the 
Canadian National Railways, a committee will review again this year 
the affairs of that railway. You, as a member, will have the opportunity 
of seeking a reply to any question which you care to ask from the 
chairman and president, Mr. Donald Gordon. It may well be that the 
reasons for the transfer of Mr. Pitt, if made public, would react un- 
favourably to his cause. 


Yours very truly, 


(Signed) Lionel Chevrier. 


R. R. Knight, Esq., M.P. 
House of Commons, 
Ottawa. 


I suggest that neither the Minister of Transport nor any other man should 
leave a man’s reputation in that regard under a shadow unless he is prepared 
to have witnesses called to this committee to have the matter thrashed out. 

That is the reason I support the resolution which has been moved by my 
hon. friends to my right. 

Mr. Mott: No, to your left. 

Mr. BENIDICKSON: Your rightist friends. | 

Mr. Knicut: I have dealt with the minister’s statement and with the 
assertion that it is an attack on the railway company and with the assertion 
that there is a political intent which, on my own behalf I can only deny. And 
I want to say, too, that it raises the very same difficulty which came up this 
morning. I have to be fair, politically or non-politically so far as I am 
eoncerned. And if my hon. friends wish to sneer at that statement, they can 
apply it to their own case. 

Mr. Mott: We still sneer. 

Mr. Knicut: Mr. Pitt has not taken any initiative in this question so far 
as I know. I have letters in my file to prove that Mr. Pitt was approached by 
a friend who, to my knowledge, did not have any political bias. He was simply 
a friend in the ordinary sense in which that expression is used. That friend 
approached Mr. Pitt, I think it is correct to say that Mr. Pitt was. perfectly 
satisfied, or would be perfectly satisfied if an investigation such as Mr. Mac- 
donnell wishes to have made were in fact made. 

I have told you that there is in Saskatoon certain public dissatisfaction. 
I think that is a matter of record. And I would go further. I would say that 
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there is a feeling among certain railroad people that this thing should be 
brought into the open, and that if it is not so brought into the open there 
will be in their minds and in the minds of railroad employees and hotel 
management across this country some feeling of fear and uncertainty and, 
_ perhaps, some loss of morale which may not add to the efficiency of the hotel 
system. 

: In conclusion I would like to say that I am speaking not for the sake of 
a man as manager of a hotel or in a high position. I know that he works for 
a government corporation and I realize that. But after all, the public in my 
city, so far as it is concerned, whether rightly or wrongly, think that if there 
has been an injustice, it must be the duty of a member of this House to bring 
before this House any such case of injustice, when he is requested so to do. 
I would be just as interested in a janitor or in a man who wipes the floor. As 
a matter of fact, I know that man in the hotel very well. 

I do know that this manager was a man of the highest principles and 
I know that he left a most favourable impression upon the citizens of my city 
when he left. | 

I would like to speak of one other thing and that is the interest which the 
legion has shown in this particular matter. I understand that Mr. Pitt was 
a veteran of the war. I do not want to go into past history, but there are 
assertions that Mr. Aslin and Mr. Pitt were at the war when the present general 
manager of hotels superseded Mr. Pitt. 

Mr. Gorpon: I object. I think that is scandalous. 

Mr. KNIGHT: All right, I will leave it out then. 

Mr. Gorpon: I object that any member of the Canadian National system 
should have such a smear placed upon his name. I suggest, Mr. Knight, that 
you are by innuendo trying to reflect on Mr. Aslin or on Mr. Sommerville. 

Mr. KnicHt: No, I am not. 

Mr. Gorpon: I am going to defend the employees of the Canadian National 
Railways. 

The CHAIRMAN: Mr. Knight, in view of the president’s statement, I suggest 
that you— 

Mr. Fuuton: I think it is up to Mr. Knight, Mr. Chairman, if he cares to 
make the statement or not. 


Mr. KNIGHT: I am not saying that. I am simply saying that there has been 
a suggestion made that when Mr. Pitt came back from the war he found that 
he was not in as good a position for promotion as he had been before he left. 
Mr. Gorpon: That is not true. 


Mr. KNIGHT: Very well, I will not put it in the natpna 

Now, I have two letters. First of all the secretary of the legion wrote to 
Mr. Gordon and there is a reply from Mr. Gordon. And in reply we have a 
second letter from the legion of which, no doubt, Mr. Gordon has a copy. I can 
identify it by the date. It is December 18. 


The CHAIRMAN: What are these letters? Whom are they from? 


Mr. Knicut: This is a letter sent by the secretary-manager of the legion 
branch in Saskatoon. It is written to Mr. Donald Gordon in reply to a letter 
which is dated December 18. 


Mr. Gorpon: May I suggest that if Mr. Knight is going to read letters 
from the legion that he read them all. 


The CHAIRMAN: I think that is only fair. 
Mr. MutcuH: I thought we had settled that. 


Mr. Gorpon: If it is correct that he should read the letters, I suggest that 
he read them all. 
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Mr. KNIGHT: Very well, I will do that. I will read the first letter. It 


is dated November 25, and it reads as follows: 


November 25, 1952. 


Mr. Donald Gordon 
President 

Canadian National Railways 
Montreal, P.Q. 


Re: Mr. R. S. Pitt. 


Dear Sir:— 


On behalf of the officers and members of this branch of the Canadian 
Legion, I am to make the strongest possible representations to you, in 
view of the newspaper reports and editorials and the knowledge of the 
facts which we have been able to acquire by investigation, against the 
demotion of Mr. Pitt, who is a member of our branch of the Legion, 
in urging that the injustice done him be speedily rectified. 

During his tenure here as manager of the Bessborough, we always 
found him kind, considerate and courteous. The cooperation which he 
extended us in our arrangements for our Dominion convention in 1948, 
left nothing to be desired. 

He was and is, in our opinion, a valued exectitive employee of our 
national railroad system, and is not deserving of the demotion accorded 
him. 

We therefore urge you to reconsider the matter and restore him 


to the managership of one of the system’s hotels having at least an 
equal standing as the Fort Garry. 


Yours faithfully, 


H.°T..Pizzey, 
Secretary-Manager. 


That was the first letter. I do not see the point of my reading it. 
The CHAIRMAN: Then there is Mr. Gordon’s reply? 


Mr. Knicut: Yes. And Mr. Gordon replied on December 1, 1952, and 
it reads as follows: 


December 1, 1952. 
Dear Mr. Pizzey: 


This will acknowledge your letter of November 25th, making known 
your views regarding the recent transfer of Mr. R. S. Pitt from Winnipeg 
to Brandon. 


What you have said confirms my information about the work of 
Mr. Pitt when he was manager of the Bessborough hotel. It was on 
the basis of this record that he was selected to manage The Fort Garry, 
where certain services had been deteriorating. 


Mr. MutcuH: Hear, hear! 
Mr. KNIGHT: 


‘Mr. Pitt remained in The Fort Garry post for more than a year 
when, further and faster improvement being considered necessary, the 
general manager of hotels recommended and was authorized to arrange 
a general shift of managers which involved Mr. Pitt’s transfer to 
Brandon. . 5% 
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At the time, Mr. Pitt neat a meeting with me ae and he was told 
of the reasons that prompted the decision of the general manager of 
hotels. He was also assured that he would be given every opportunity 
to demonstrate his capacity for advancement in the future. 


Yours sincerely, 
D. Gordon. 
Hy Tt. Pizzey.,’ Esq., 
Secretary-Manager, 
The Canadian Legion of the 
British Empire Service League, 


Saskatoon Branch No. 63, 
Saskatoon, Sask. 


Mr. KnicHT: To that letter Mr. hast replied on December 18 as follows: 


December 18, 1952. 
Mr. Donald Gordon, - 
Chairman & President, 

Canadian National Railways, 

Montreal, P.Q. 


Dear Mr. Gordon:— 


I am to thank you most kindly for your letter of the 1st inst. 
relative to Mr. R. S. Pitt, and I am to press for a full impartial inquiry 
as to wherein he failed in his duty to assure “faster improvement” of 
conditions of operation while serving as manager of the Fort Garry 
hotel. According to our information considerable improvement was 
effected during his term of office of which many of us here, personally 
observed. 

We believe you were wrongly advised by your general manager 
of hotels and cannot help but feel there must have been a motive for 
this, which very probably dates back a number of years: ; 

In fairness to this war veteran and having due regard for his 
length of service with the hotels branch of our National Railways, we 
think you should be willing to initiate the inquiry pressed for. 


Yours faithfully, 


H. T. Pizzey, 
_ Secretary-Manager. 


The CHAIRMAN: And Mr. Gordon’s answer to that letter? 
Mr. Knicut: I have not got Mr. Gordon’s answer here. Mr. Gordon can 


probably put it on the record himself. 


The CHaIRMAN: At this point? 
Mr. Gorpon: The reply is dated January 6, 1953 and it reads as follows: 


Office of the Chairman and President, 
Our file: E 222-3 
Montreal, 
January 6, 1953. 
‘ec—R. Sommerville, Esq. * 


Dear Mr. Pizzey: 


This is the first opportunity I have had to reply to your letter of 
December 18, which reached my desk in the interval between Christmas 
and New Year’s. : 
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Persons dismissed from the service or subjected to discipline are 
entitled to appeal their case to higher authority within the company. 
Mr. Pitt exercised that right by appealing to me. He was given every 
opportunity to express his views and I listened carefully to his explana- 
tions. He was then told in specific terms why the management were 
dissatisfied with his services at the Fort Garry and why a transfer to 
another hotel was considered in the interests of the company. I can 
assure you therefore that this matter has already been the subject 
of an impartial inquiry following which I confirmed the decision of the 
general manager of hotels. Mr. Pitt has accepted that decision and so 
far as I am aware has authorized no:one to make further representations 
on his behalf. Consequently, however well meaning the motives may 
be I suggest that further correspondence on this subject is inappropriate. 

A decision of this kind is always difficult to make but it is of course 
the duty of management and no one else to make such decisions. There 
have, been suggestions made that some improper pressure was brought 
to bear on management in connection with this case. This I have already 
publicly denied and I repeat that the decision was made solely on our 
own assessment of what was required ‘in the best interests of our hotel 
organization. 

I have complete confidence in our general manager of hotels so 

- that I attach no credence whatever to the intimation in your letter 
that I was wrongly advised, arising out of some motive dating back a 
number of years. 

Yours sincerely, 


D. GORDON. 


Hy-T..;Pizzey,: Esq., 
Secretary-Manager, 

The Canadian Legion, B.E.S.L., 
Saskatoon Branch No. 63, 
Saskatoon, Sask. 


Mr. KNIGHT: In concluding my few remarks I simply say that I am not 
making any charge. I like to speak only of the things that I know, and my 
whole motive in this matter has been that I was requested to do so because 
some people in my constituency asked me. They have an interest in Mr. Pitt 
as well as in the efficiency of the sytem and in the railroad itself. Perhaps it 
would be a good thing to get the facts out into the clear light of day. 

The CHAIRMAN: I think, Mr. Macdonnell, I should see other members of 
the committee. You have already had one chance. Now, Mr. Gillis? 

Mr. GILLIS: I am a member of this jury who is not biased one way or 
another. I have received no letters on this matter. 


Mr. McCutuocuH: No politics! 


Mr. GiLuis: And no pressure of any kind. All the previous people who 
have taken part in this debate apparently have been influenced by some external 
pressure, because there are letters on it. 


Mr. Fuuton: Mr. Chairman, I think that statement is completely out of 


order. Mr. Gillis knows that it is completely incorrect. | 


The CHAIRMAN: Mr. Gillis has the floor. 


Mr. GILLIs: I listened with great attention to Mr. Macdonnell and Mr. 
Fulton and others without any interruptions. So having had no push from the 
outside, I have made up my own mind on this thing and it differs a little bit 
from my colleagues on the committee. 
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My reaction to the whole discussion is this: first, Mr. Pitt has not made any 
request to anybody to raise this storm on his behalf. So my own reaction to 
the matter is this: that political propaganda, just like communist propaganda, 
requires a victim, something to hold out on the end of a stick and wave. 
It is a good method of propaganda and in this particular case I am afraid that 
that is the purpose for which Mr. Pitt is being used, perhaps unwillingly. 


The whole trouble arises out of inspection reports. We all know how 
Inspection reports can be in many instances. As Members of Parliament we. 
have all had that experience. Now, as I see it, Mr. Gordon has told this com- 
mittee that there has not been any political interference in so far as the 
management of the railways is concerned. On his word of honour to the 
committee he has made that statement. So far as Iam concerned, I am accepting 
it. 

Mr. Gordon: Thank you. — 


Mr. GILLIS: He has buttressed his facts with further evidence which 
strengthens my opinion in that direction, and.that was that previous to the 
Prime Minister’s visit, instructions had been issued by the management that 
an investigation of the hotel set-up should be undertaken. And at the time 
of the Prime Minister’s visit to Winnipeg and to the Fort Garry took place, 
that investigation was in the process of being carried out. The Prime Minister’s 
visit was included in it by accident. It happened to take place during the 
process of this job. And as far as I am concerned, I am convinced that in so 
far as the management of the Canadian National is concerned, there was not 
any external pressure of any kind. 


Now there was a vote taken here on the question of the production of 
papers an so on. If a vote like that was taken in the House, where the 
government was involved, for the production of papers, I would support that 
vote because I think it is the responsibility of the government to give the 
members of parliament information which they may require to resolve some 
problem in their own minds. But in committee, I think it is an entirely 
different proposition. i 

Had we voted to produce those papers, you would be bringing down the 
private files of Mr. Pitt, as one of the 125,000 employees of the Canadian 
National system. Mr. Pitt’s private files are his private business and I do not 
think this committee has any right to ask to have his private business and I 
do not think this committee has any right to ask to have his private business, 
the business of management, put on the record here unless he has specifically 
requested this committee to do so. 


As in business, any person in the Canadian National or in any other Crown 
set-up who has a grievance with management has certain procedures to 
follow in regard to management. And that was done in the case of Mr. Pitt. 
A report was made to Mr. Gordon and as far as I am concerned, Mr. Pitt was 
absolutely satisfied with the arrangement which was made. Moreover, I 
think that perhaps the resulting publicity given Mr. Pitt is not going to do 
him very much good. I think all it does is to keep him in a state of anxiety. 
Therefore, I am against the production of these papers unless Mr. Pitt applies 
to the chairman of this committee or the secretary with a specific request 
that his private file should be made the property of the committee at this time. 

Now in the matter of demotion, I do not think Mr. Pitt received a demotion 
at all. He was shifted from a hotel where he had a great deal of responsibilty 
and he was sent to a hotel where his responsibility was not so great. He 
receives the same remuneration by way of salary at the new hotel which he had 
at the other one, while his duties have been reduced, and he has taken over a 
smaller hotel. Therefore I cannot see any demotion there. 


~ 
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On the second vote, my colleague and I split our vote. I voted against 
calling Mr. Sommerville and Mr. Pitt before this committee for the reason that 
Mr. Macdonnell and Mr. Fulton argued. 


Mr. HULTON: I did not think that we had had a vote on that as 
Mr. GILLIS: I thought we had voted on it. 
The CHAIRMAN: That was a vote on a ruling of the chair. 


Mr. GILLis: The chair ruled on it and I supported the ruling of the chair 
that these people be not called, and I supported it for this reason: That this 
committee would then be doing exactly what Mr. Macdonnell and Mr. Fulton 
accused ‘the government of doing, that is, using political pressure on this 
committee to defeat a decision of management that has already been made. 
This committee consists of members of parliament of all political stripes. 
Management has already made its decision in this particular case. If this 


committee voted, against the decision of management, to call the two witnesses 


in here and subject them to political scrutiny and pressure, then management 
would be denied a decision already made. 


This would be the first time, as far as I am concerned, that political 
pressure would be used.on a decision already made by management of the 
Canadian National Railways, and we would be interferring with the function 
of management in that respect. 


I feel very strongly on that point for this reason: that there is another 
large organization in this country, the Canadian Pacific Railway. And if the 
time ever comes when the Canadian Pacific Railway and the officials and 
management of the Canadian Pacific can be called before a public committee 
of any kind in this country, and a decision made by the management of the 
Canadian Pacific can be criticized and scrutinized and witnesses called to go 
over the business of the Canadian Pacific Railways, then, when that time 
arrives, I will be prepared to make a decision in this committee in regard to 


~ the Canadian National Railways. But until you reach that point, as far as I 


r 


am concerned, I am against any pressure upon this committee to interfere with — 
a decision already made by the Canadian National Railways. 

Now, Mr. Chairman, I would be the last man on this committee to condone 
an injustice to an employee of any company in this country. I would be the 
last man to do so for the simple reason that I have gone through that thing a 
good many times in my life time, when the boss would take a swing at you 
and there was no appeal available to you in the universe. You simply could 
walk out and try to find another job. But in this particular instance I think 
I have pointed out the basis on which I have arrived at a decision. In Mr. 
Macdonnell’s case I think he was carried away by emotion. 


Mr. JAMES: He should have been. 


Mr. GiLtuis: Mr. Macdonnell was carried away by a lot of misleading 
editorials and pressure from outside. He did not place any facts on the record. 
It was all something from outside. It was nothing that he had of his own 
personal knowledge. And for that reason I could not support him. 

I believe that Mr. Gordon has acted fairly in this matter. He has defended 
Mr. Pitt. Management made the decision, and I do not think it is the prerogative 
of this committee to try to use its weight to change that decision in any way, 
shape or form. If we did so, we would be assising the very proposition that 
Mr. Macdonnell and Mr. Fulton are so anxious to avoid. 


Mr. MAcDONNELL: I was up the last time, Mr. Chairman. 
Mr. McCutLocH: You have been up three or four times. 


Mr. Mutcu: There does not seem to be any alternative system. But let it 
go. If it is a monologue, I can listen. 
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Mr. MacpoNNELL: I would like to repeat one sentence from what I said 
this morning to confirm what I said to you a few minutes ago. I indicated that 
Mr. Pitt, through a mutual friend, indicated his willingness to appear before the 
committee. Mr. Gordon told us last night that Mr. Pitt was ready to come and 
give his evidence. Butasl understand that, it is not going to happen. I assume 
that from the tenor of this committee. Therefore I ask your permission to read 
a couple of letters from Mr. Pitt to Mr. Sommerville dated October 25 and 
November 11 which have a bearing on this. 

Hon. Mr. CHEVRIER: Mr. Chairman, on a question of privilege I would like 
to know, before any further use is made of these letters, and since they are 
inter-departmental correspondence, I would like to know how Mr. Macdonnell 
got them. Unquestionably they are contrary to the rules of this committee and 
to the motion which was approved, and I would like to know how Mr. Mac- 
donnell got them. 

Mr. MacponnELL: I got them from the very gentleman I spoke of and I 
do not see any need to mention it. I am taking the responsibility for this 
on myself and I am asking to be allowed to read these letters. 

Let me say that if Mr. Pitt were to be called, there would be no need of 
my reading these letters. 

Hon. Mr. CHEVRIER: May I ask a question, the same question which I asked 
of my hon. friend from Kamloops. I should like to know the same of the 
gentleman who is the intermediary between the Pitt and yourself. 

Mr. MacponneELt: I do not see that that is any concern of the minister. I 
have perfect confidence in that’man and I am assuming this responsibility for 
reading these letters. Mr. Chairman, I wish to be allowed. Surely there is some 
fairness in this business. | 

Mr. JAMES: You have not shown it yet. 

The CHAIRMAN: Mr. Macdonnell, you cannot accuse either the chair or the 
committee— 

Mr. MacpoNNELL: The chair has been very fair. 

The CHAIRMAN:—of any unfairness. And I would lke to have an oppor- 
tunity of considering this matter. You see, you are attempting to introduce now 
by the back door— 

Mr. MAcDONNELL: No, I have asked that Mr. Pitt, Mr. Chairman—that this 
committee request Mr. Pitt to come before it. I take my seat and say no more. 

The CHairMAN: No. You see, I want to hold the scales absolutely level, and 
I hope I have succeeded in doing so. The point that concerns me is this, Mr. 
Macdonnell, that I sincerely believe that you are now attempting to introduce— 
I will retract the words “back door’—you are trying to introduct by another 
method documents which this committee has decided are not producible before 
it. Now, if I may just carry that on. I am not definitely ruling now, but in 
the circumstances it is clear what you want, and I am going to ask for time 
to think that matter over, and I am going to ask to see the letters. 

Mr. MacDONNELL: Well, now, Mr. Chairman— . 

The CHAIRMAN: And I will say in advance if they are strictly inter- 
departmental correspondence, as far as I am concerned they are out. The 
committee has already made the decision on that. 

Mr. Futton: May I point out the committee has decided the management 
cannot be compelled to produce these letters as they are privileged documents 
in the hands of the management, but I submit if a member of the committee 
comes forward and says I have letters whose authenticity I vouch for, then 
unless a member of the committee is able to challenge the authenticity of those 
letters, the member is perfectly entiled to produce them. 


ae 
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Mr. MAcDONNELL: May I point this out. There has been a question raised 
in which Mr. Gordon says that he has not heard me state any facts., Il observe 
he did not question any of the things I said as to facts, but I.am now seeking to 
repair—I recognize that weakness—and I want to read those letters because 
I submit that when the committee hears them they will feel that so far as 
Mr. Pitt is concerned a lot of the things that I have said will be confirmed. 
These are letters from Mr. Pitt to Mr. Sommerville with regard to his own 
affairs. I have some responsibility in this. I have taken a great deal of pains 
in connection with this matter. I have some concern about Mr. Pitt and I have 
taken great pains that Mr. Pitt knew just what was involved in this. I did not 
deal with it carelessly, and I have these letters which have come to me and 
which I had hoped I would not need to use because I hoped that Mr. Pitt would 
come. I said last night if any question as to these facts was raised I would 
ask to have Mr. Pitt come here. That is not going to be done, I am afraid, as 
I sense the committee wil not agree to that. Otherwise, I am left in the position 
that Mr. Gordon has not challenged the facts I said last night, except in a 
general way he said he did not hear me state any facts. I want now to be able 
to bring the evidence of one of the two men we are denied. I want the evidence 
of Mr. Sommerville, and as to the other man, I have here letters which were 
written to Mr. Sommerville by him. Surely it is fair— 

The CHAIRMAN: Yes, but may I point out—are these letters originals or 
are they copies? 

Mr. FuLtton: The originals are in the file. You cannot have the original 
and the copy of your own letter. 

The CHAIRMAN: The evidence which you wish to produce is strictly copy 
evidence. You do not know whether the copies are accurate or not, of your 
own knowledge. You believe them to be correct, and you are willing to assume 
responsibility they are. But stop and think for a moment. If I, as chairman 
of this committee, allowed any member of the committee to produce copies, and 
then it turned out they were highly inaccurate, would I be performing my duty? 

Mr. FuLton: Mr. Macdonnell says he is prepared to show them to Mr. Gor- 
don to see if they are accurate copies or not. 

The CHAIRMAN: I asked to see them and I was declined. 

Mr. MacponnELL: I was hesitant about this. 

Mr. Gorpon: I do not understand that to be the point, Mr. Chairman. 
I understand that these are letters which were sent between the Fort Garry 
Hotel manager and the general manager of hotels, having to do with personal 
affairs of the manager of the hotel. It has to do also with company business. 
I know the letters, I know the statements that are made in them, and I say 
that that is not the sort of thing that should be discussed in his committee. | 
It is interdepartmental correspondence. 

The CHAIRMAN: I indicated, Mr. Gordon, that I wanted to see the copies 
because I wanted to reach a decision as to whether they were interdepartmental 
correspondence, and I indicated at that time that if they were, they were out. 
The committee has already ruled on that, and that is why I wanted to see them, 
to see first if they are originals and also if they are interdepartmental cor- 
respondence. 

Mr. Browne: Mr. Chairman, may I ask a few questions. I have no 
statements to make, just a question to ask the witness. 


Mr. Mutcu: Who is the witness? 

Mr. Browne: I understand Mr. Gordon is here as a witness. Could you 
tell us, Mr. Gordon, how long Mr. Pitt has been in the C.N.R. hotel business? 

Mr. Gorpon: He entered the service of the Canadian National Railways 
on May 22, 1928. 
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Mr. BROWNE: Where was that, at Ottawa? - 
Mr. Gorpon: At Jasper. 
Mr. BROWNE: When did he serve in Ottawa? 


Mr. GORDON: He served in Ottawa according to this record from June 6, 
1933 to December 7, 1936. 


Mr. BROWNE: Where did he go then? 


Mr. GorDON: He then went to Halifax December 8, 1936, and he left for 
enlistment on November 1, 1941. 


Mr. BROWNE: When did he come back to the hotel business? 
Mr. Gordon: He came back on August 15, 1946. He reported for duty then. 


Hon. Mr. CHEvRIER: All these questions of yours, Mr. Browne, were 


answered in a question for Mr. Macdonnell on December 10, 1952, at page 
517, Hansard. 


Mr. BRowneE: And it hasebeen published? 
Hon. Mr. CHEVRIER: Yes. 
Mr. GorDON: He returned to the service of the hotels on August 15, 1946. 


Mr. BROWNE: And each one of these changes of Mr. Pitt’s was an improve- 
ment up to the time he went to the Fort Garry? 


Some Hon. MEMBERS: Brandon. 
Mr. BROWNE: No, Fort Garry. 


Mr. GorDon: No, I could not say that. He was transferred from one hotel 
to another. 


Mr. BROWNE: Was it a more responsible position in each case? 


Mr. Gorpon: It is a matter of balancing. I could not say whether the 
Halifax ‘hotel is more responsible than the Bessborough. They are about 
on a par. . 


Mr. BRowneE: Did the representations about the treatment of the Prime 
Minister and his party come to you directly or indirectly from Mr. Sommerville? 


Mr. GorDon: The reference that I heard of the treatment of the party 
came to me from several sources and did not reach me through Mr. Sommerville 
in the first instance. 


Mr. BROWNE: Did you not say that you had a recommendation from 
Mr. Sommerville before September 21, 1952? 


Mr. Gorpon: No, I do not think I said that. 


Mr. BROWNE: I took down your statement and I understand that was what 
you said. 


Mr. GorRDON: No, I said that Mr. Metcalf under date of September 22, 
wrote to Mr. Sommerville asking him to make a review of the hotel operations. 

Mr. BROWNE: On your instructions? 

Mr. GorDon: Under my instructions, yes. 


Mr. BROWNE: Did you tell Mr. Sommerville directly to send for Mr. Pitt’s 
file on the treatment of the Prime Minister and his party? 


Mr. Gordon: No, I did not. I left it to Mr. Sommerville to conduct the 
investigation in his own way. 


Mr. BRowNneE: Did you examine the file personally or did Mr. Sommerville 
examine the file and make a recommendation as a result of that examination? 


Mr. Gorpon: Mr. Sommerville examined the file and reached a conclusion 
and then made his recommendation. 


Mr. BROWNE: Did you ever examine the file? 
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Mr. Gorpon: When he made his recommendation to me I went over the 
file of the incident and the whole file of Mr. Pitt’s service, and after discussing 
it with Mr. Sommerville and Mr. Metcalf I confirmed the decision of the 
general manager of hotels. 


Mr. Browne: It was Mr. Sommerville’s first decision? 
Mr. Gordon: It was Mr. Sommerville’s first recommendation. 


. Mr. Browne: Were there any changes made at that time in the hotels, 
apart from Brandon and Winnipeg? 


Mr. GORDON: Oh yes. There was a shuffle. I would have to check. There 
was a transfer from the Bessborough to the Fort Garry and from the Fort 
Garry to Brandon. There was a three-way shuffle. 


Mr. BROWNE: Have you given to Mr. Chevrier, the Minister of Transport, 
the whole story of this thing? 


Mr. Gorpon: I wrote to Mr. Chevrier after 1 saw the newspaper reports 
and the statements which were made in the House. I wrote him a letter in 
which I said I thought I should give him the general information about this 
particular shift. 


Mr. Browne: Is it your opinion that you do not have to give anybody an 
explanation of what you do? Would you admit that you should give it to 
Mr. Chevrier if he asked for it? 


Mr. Gordon: No, I do not admit that. However, I do keep the minister 
informed on any matters of interest which I think he should have affecting the 
management. But Ido not look to Mr. Chevrier either to confirm my decisions 
or to comment on them. 


Mr. Browne: Is it your opinion that you do not have to give your reasons 
to him? 


Mr. Gorpon: I do not have to give my reasons when I make decisions on 
management. 


Mr. Browne: It is your opinion? A 


Mr. Gorpon: In respect of the treatment, or in respect to an employee’s 
demotion or discipline I say that the management of the system must be in 
charge. 

The CHAIRMAN: It is now 1.00 o’clock and we shall adjourn until 3.30 p.m 


AFTERNOON SESSION 


The committee resumed at 3:30 p.m. 


The CHAIRMAN: Gentlemen, when the committee adjourned for the noon 
recess, I indicated that I would consider the matter and would make a ruling, 
but during the noon recess Mr. Gordon contacted me and he has asked to have 
the opportunity of making a statement before I make my ruling. 


Mr. Futton: May I ask one question as to the point with which Mr. 
Gordon’s statement is going to deal? 


The CHaIRMAN: Mr. Gordon says, as he feels so strongly on this question 
of outside interference with the staff of the Canadian National Railways, that 
in view of what Mr. Macdonnell had indicated the letters were, namely, that 
they were interdepartmental correspondence, he wanted to have an opportunity 
of making a statement, and I believe it would be the wish of the committee 
that he should do so. 


Agreed. 
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Mr. Gorpon: Mr. Chairman, the letters in question are on letterheads 
printed ‘Interdepartmental Correspondence’. Consequently, I telephoned 
Mr. Pitt during the luncheon period to ask him if he could tell me how copies 
of these letters could have been released from the files. Mr. Pitt says he 
showed the letters to a friend in the course of discussing his transfer and to 
explain his position, because at that time he felt badly although he had 
accepted my decision in his case. He did not intend, nor does he intend now, 
that these letters, which are from the files of. hotel management, should be 
produced in the present discussion. He specifically stated he has not been 
asked for permission to publish them and that he has not authorized anyone 
to publish the letters or place them on record anywhere, and that he would 
refuse such permission if it were requested. I asked him if he would care 
to tell me to whom he showed these letters. Mr. Pitt asked me not to press 
him, because he did not wish his friend’s name brought into this discussion, 
and said he was tired of the whole business. He has been trying to avoid 
publicity, he says, but he has been pressed for statements and found difficulty 
in avoiding discussion of the press reports. I agreed not to press Mr. Pitt. 
Mr. Pitt also expressed the fervent hope -that the whole matter be dropped so 
that he could get on with his job and his work for the future. He said the 
whole affair was one of great personal embarrassment to him, although he 
appreciated the efforts of his friends were well intentioned. 


Now, Mr. Chairman, I would like to call the rest of this statement, which 
I hurriedly prepared, through you, to the personal attention of Mr. Macdonnell. 
If these letters are tabled, naturally I shall have to deal with the various state- 
ments in them by Mr. Pitt, and which were written by him to be brought to my 
attention giving his version of a number of instances reflecting upon his man- 
agement. Let us see where that brings us to. I have under my hand a serious 
complaint about her hotel reservation, for example, from a woman customer of 
the hotel in November, 1951—-and there are others. This woman is a customer 
of the hotel. Obviously if a customer of the hotel cannot make a complaint 
about the service given without my having to table it in the record in such 
fashion that her name is published in sensational terms in the public press 
then both the reputation of our hotels will be damaged and people will prefer 
to patronize establishments where they can exercise their healthy desire to 
gripe about our service to their hearts’ content. 

I speak for Mr. Pitt, therefore, as the author of these letters, in requesting 
that they be neither tabled here nor published elsewhere. 


Mr. MAcDONNELL: I hope and believe, Mr. Chairman, that you will allow 
me to make a statement. 


The CHAIRMAN: Well, Mr. Macdonnell, you have already made a statement, 
but if you wish to make another one, I will let you. 


Mr. MACDONNELL: What I think I should say is this: I have had some 
experience in human relations and from the very outset I was deeply concerned 
with Mr. Pitt’s part in this. I took the greatest pains. This was brought to 
my attention by the man to whom I have referred, and who is a man of high 
standing, with whom I have been in communication throughout. I took the 
greatest pains to bring to Mr. Pitt’s attention the true significance of what was 
going to happen here, because I realized that he was in an embarrassing posi- 
tion. I realized that he might injure himself if the matter was pressed further 
and I did my very best to make clear to him what the situation was, and in 
particular to make clear to him that we were naturally going to be put in a 
difficult position in this committee, and that we were going to be in a minority. 
And I said that if we were to champion his case at all, if we were to be able 
to make good on the suggestion which I originally made, that we would have 
to have the correspondence and be free to use it. 
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I have enough intelligence to know that if the situation had been that we 
had correspondence which we could not use, we would be in a ridiculous 
position. I received a letter from my friend after this telephone conversation 
in which I made it very clear. I spoke to another friend of Mr. Pitt’s who, I 
think, was encouraging him to press the matter. I made it very clear what 
was involved, and it was only after the greatest care was taken to explain the 


- situation that the letters which I have here were sent to’ me and received 


yesterday. 

They were accompanied by a letter which permitted me to say, as I said 
last night, that Mr. Pitt would be glad to come if he were called. They also 
sent this material for use. I made it very clear, naturally, that it would be no 
good to me if it could not be used. 

I believe the committee will believe that I am speaking the truth. I am 
naturally embarrassed now. There is no use in denying that. Mr. Gordon 
has spoken to Mr. Pitt. Mr. Gordon is a man of prestige and power and he 
has told us what the conversation was which took place between him and 
Mire Pitt 

This particular matter is being decided eaialy in a way which is 
unexpected to me. But on the other hand, Mr. Chairman, I suggest that it 
makes it more than ever necessary that this situation should be explained 
by Mr. Pitt himself, and that he should be asked to come here. 

As to my personal embarrassment, I shall swallow that as best I can. 
I shall not pretend that it is pleasant to go along as I have done, taking every 
precaution to make sure that I would not put myself in a foolish position, and 
now to be put in a position where anyone who wishes to be unkind about it, 
or even those who do not wish to be unkind about it can say “the joke is 
on you’’. 

I know that I have enough sense to Know the position in which I stand at 
the moment. I have tried to have regard to both Mr. Pitt’s interests as well 
as the public interest, and the outcome is a surprise to me. 

I repeat, however, that we have before us the motion for the calling of 
Mr. Pitt and I hope you will put that motion, Mr. Chairman, and that if the 
committee wishes to have Mr. Pitt come here, then he may be able to come. 
I thank the committee for giving me this courteous hearing. 


Mr. FuLtTon: One point, Mr. Chairman, before you make a ruling. I think 
it is important for the committee to understand particularly in the light of 
what Mr. Macdonnell has said and in the light of what Mr. Gordon had said 
that Mr. Macdonnell should be able to read into the record certain copies 
of letters written by Mr. Pitt. It is now suggested that the committee should 
not hear them, and that Mr. Macdonnell should not be allowed to read them. 
I would point out that in connection with both the admissibility or the hearing 
of these letters and also on the point as to whether or not we should call, 
Mr. Pitt, I would like to make this as a statement of fact: that we have not 
heard Mr. Pitt. 

We have on our part been faced with the objection raised when we seek 
to put facts into the record, that it is not direct evidence. I suggest that the 
committee might well consider in connection with this point whether in 
fairness to itself now we should not accept a further ex parte statement 
concerning Mr. Pitt’s attitude. We are bound to call him now and get evidence 
from him which might indicate that he does not wish to press this matter, 
but which I am satisfied will establish that Mr. Pitt at one point, by means 
of an intermediary to which Mr. Macdonnell has referred, indicated his 
willingness to have these letters read into the record. 

Therefore before the motion is proceeded with I raise this point because 
I want this to be perfectly clear. I think that Mr. Gordon understands me. 
There is the question as to the best evidence and the admissibility of evidence 
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and whether we are justified in making statements as to Mr. Pitt’s intentions | 
and desires. If there is no opportunity for Mr. Pitt to come, the committee 
will be making a decision on the basis of an ex parte statement without an ~ 
opportunity of having the witness himself appear before the committee, so 
that it can get the best evidence within the strict meaning of that term. 


Mr. Mutcu:. Question! . 
The CHAIRMAN: I apologize to the committee for reading my decision. 
Mr. BENIDICKSON: Let us say it is a considered opinion. 


The CHAIRMAN: Mr. Macdonnell has stated that he has copies of letters 
written by Mr. Pitt to his superior officer, and copies of replies to these letters, 
which he intends to read into the record. Mr. Macdonnell has stated that he 
has received these copies of letters from a reliable source, and that as a 
member he takes full responsibility that the copies are authentic and are 
accurate. I indicated at the time of the noon adjournment that I would 
consider the admissibility of this evidence. | 

This material is obviously inter-departmental material. The committee 
has already sustained a ruling of the chair to the effect that the committee 
should not order production of inter-departmental files dealing with staff 
matters. The attempt now made is an attempt to introduce as evidence before 
the committee material which the committee has indicated the Canadian 
National Railways should not be compelled to produce. The president of the 
company has declined to produce this material, and has given reasons for 
his refusal, with which the committee, by recorded vote, has already expressed 
its approval. 

Mr. Gordon has stated that Mr. Pitt has indicated that he has given no 
authority for the publication of the letters and that he does not want them 
published. . 

I therefore rule that Mr. Macdonnell should not read into the record 
of the committee the copies of letters in question. 


Mr. BRowNE: Did you consult Mr. Gordon before you wrote that judg- 
ment, Mr. Chairman? If you did not, then why did you say “Mr. Gordon has 
stated that’? 


The CHAIRMAN: I have amended my ruling after hearing Mr. Gordon’s 
evidence and I wrote it while I was sitting here. 

We now have a motion before the chair that Mr. Pitt and Mr. Sommer- 
ville should be called to give evidence. Are you ready to vote on the motion? 
All those. in favour? 


Mr. FULTON: Mr. Chairman. 
Hon. Mr. CHEVRIER: You have already spoken on that motion, my friend. 


Mr. FULTON: I did not think that further intervention would be welcome, 
but I rise for the purpose of again placing before the committee considerations 
which I think now more than ever indicate that in order for the full facts and 
all the facts in this case to be before the committee, Mr. Pitt should be called. 
In saying that I want to make it perfectly clear that I say ‘‘the full facts and_ 
all the facts’’, because I remind the committee that Mr. Gordon has declined > 
for reasons which he regards as sufficient, to give all the facts. 

I am not reflecting on any facts which Mr. Gordon may have stated but 
I emphasize the fact that he has declined to give all the facts. Therefore if 
we in this committee are to get all the facts, it can only be done by the calling 
of these witnesses. I suggest to you, and I do not think there is any need to 
elaborate the point, that the matter is one of sufficient seriousness for this 
committee to consider very carefully whether it should let the matter stand 
where it now is, that is, on the basis of certain assertions which have been 
made. We have a statement of facts made by Mr. Macdonnell in which he 
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has indicated that he is in a position to substantiate. But now that the docu- 
ments are not to be produced, it can only be substantiated by the calling of 
these witnesses. That is the position that we are in. 

We are only going to know the facts or prove the accuracy of the state- 
ment if we get these witnesses. I am not saying that as to the accuracy of 
Mr. Gordon’s statement, but I am saying that the facts which Mr. Gordon 
refused to disclose can only be obtained if we call these witnesses. And I 
would remind the committee that to refuse to call these witnesses, and 
particularly Mr. Pitt, on the basis of what has taken place here puts us in 
a very invidious position and places. Mr. Pitt in a very invidious position as 
well. 

What happens? Mr. Macdonnell indicated that as a result of very careful 
—and I submit responsible—consideration of the matter, he communicated 
with Mr. Pitt, and that he had certain answers communicated to him, which 
answers were checked and double checked. I know for a fact that this matter 
was not decided over night. 


_ The CHAIRMAN: Through an intermediary. 


Mr. FULTON: Through an intermediary, yes. That has been admitted and 
there is no reason to conceal it. I admit it readily. 


Hon. Mr. CHEVRIER: Who was the intermediary? 

Mr. FULTON: The question has been asked. 

Hon. Mr. CHEVRIER: Why can we not get an answer? 

Mr. FULTON: You will have to ask Mr. Macdonnell that question. 
_ Hon. Mr. CHEvRIER: I have, but he won’t answer it. ; 


Mr. FuLToN: As Mr. Mutch has said, Mr. Macdonnell’s good faith has 
not been challenged, and so far as I know the accuracy or reliabality of the 
intermediary has not been challenged. 


Hon. Mr. CHEVRIER: There has been no opportunity. 


Mr. FuuTon: If there is any challenge, it should be disposed of by pro- 
ducing the documents in question, and it may still be disposed of by calling 
Mr. Pitt. There is obviously a question as to the accuracy of Mr. Macdonnell’s 
statement and reliability and responsibility that is, of course, inherent in the 
interruption just made, and I submit that it only reinforces the argument 
of the necessity for calling Mr. Pitt. 

May I return to the point I was making when the minister asked me 
his question? . 

The CHAIRMAN: Yes. 


Mr. FULTON: I ask the committee to consider the position in which we are 
placing ourselves, our own principles, our own members, and Mr. Pitt, if we 
refuse to call him. 

Mr. Macdonnell informed us that as a result of a careful check and cross- 
check he had authority to give us his statement of facts by reading certain 
documents into the record. But if these documents should be refused on the 


part of the management of the railway, nevertheless these statements are made 


on the responsibility of Mr. Macdonnell as a member. We are now told that 
as a result of another telephone conversation, without ever having had Mr. Pitt 
before us— 


The CHAIRMAN: And without an intermediary. 


Mr. Futton: And without an intermediary except the telephone line, and 
with no one else present, there was a conversation between the president of 
the railway and the manager of one of his hotels, which manager has just 
been demoted. We are told that the manager of the hotel has changed 
his mind. 
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Mr. GorDON: Oh no. ‘I did not say that. ges 

Mr. Futon: Mr. Gordon did not say that. I wish to be perfectly accurate. 
I accept his correction. We are told however that the manager does not wish 
now to proceed: further with this matter. 


Mr. Gorpon: May I re-read my statement? 


Mr. FuLTON: Please do. 

Mr. Gorpvon: He said that he did not intend, nor does he now intend 
that these letters which are from the files of hotel management should be 
produced in the present discussion. He specifically stated that he has not been 
asked for permission to publish them and that he has not given authority to 
anyone to publish the letters or to place them on the record anywhere, and 
that he would refuse such permission if it were requested. 7 


Mr. Futton: Thank you for re-reading that statement. We are now told 
that as a result of a telephone conversation between the president of the 
railway and the manager of the Prince Edward hotel who has recently been 
demoted. We are saying now if the committee refuses the motion to call 


- Mr. Pitt, and we are saying that this is inescapable, it certainly poses a very 


grave question on the whole of the previous statement of Mr. Macdonnell to 
accept that statement and foreclose the rest of Mr. Macdonnell’s statement or, 
in a word, not permit him to prove the accuracy of his previous assertions. 
Mr. Chairman, I submit to you sir, that that is a position which this committee 
must not take. This committee of the House of Commons of which all members 
are members of the House of Commons should urge, and every consideration 
of the position of this committee and the function which we are called upon 
to perform here of examining into the activities of the Canadian National 
Railways system and, if necessary, to examine into the activities of the 
president of that system, should argue conclusively that the committee cannot 
foreclose one of its members, who has made certain assertions, the right to 
call the witness who is going to prove the accuracy of those assertions when 
the only denial of the accuracy of these assertions and indeed of the accuracy 
of all the facts surrounding these things—the other facts which the member 
of the committee has stated on his own responsibility—and the only denial of 
these facts comes from the president of the railway, and the denial if it does 
amount to a denial of Mr. Macdonnell’s assertions comes from the president 
as a result of a telephone conversation—ex-party evidence as a result of a 
telephone conversation—between the president of the railway whose activities 
are under investigation here, and as a result of a conversation between him 
and the witness who some members of this committee at any rate desire to call. 

I submit to you sir that that is an impossible and an.improper position 
for any responsible committee or any responsible legislative body to place itself 
in to accept any suggestion that the witness should not be called and that we 
cannot get at the facts from the mouth of the person who knows the facts and 
with whom there has been previous communication in a responsible effort 
made by the member of this committee to determine the grounds upon which 
he would make the assertions of fact. 

I cannot conceive, sir, that this committee could ever maintain to the 
House or to the country that it is discharging its responsibility of getting at 
the facts, the facts surrounding the charge not against Mr. Gordon, but facts 
surrounding the charge of interference with Mr. Gordon without foreclosing 
itself as it would be if it rejected this motion, from an opportunity of getting 
the facts which themselves are now controverted, and forecloses itself on the 
basis of a statement—an indirect statement—by the president of the railway 
on a telephone conversation which he has had with the man whose case is 


now under dispute before us. 
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Hon. Mr. CHEVRIER: Perhaps I may be allowed a word in answer to what 
the member for Kamloops has stated. 

He has just stated in his closing remarks that if Mr. Pitt is not called to 
give evidence then the committee will be foreclosing one of its members in 
that it will not allow him to produce the correspondence that he desires to 
produce. 

My humble submission to this committee is that Mr. Macdannetk and I say 
this with all deference to him, has foreclosed himself in that he has brought 
here correspondence and he will not tell us where it has been obtained, and 
I think this committee has been more than fair to both Mr. Macdonnell and 
Mr. Fulton and their supporters in listening for almost two sessions now to 
what, again with deference, is a very small matter in the affairs of the 
Canadian National Railways dealing with hundreds of millions of dollars. 
We have now spent almost two sessions dealing with this matter and my 
point here is that since we have been fair in giving him all that latitude, at 
least he should be fair to us, and tell us who this intermediary is and how 
he obtained the correspondence, because I have never heard of this method 
of getting correspondence, correspondence particularly between departmental 
officers. 


I think if I were the person involved, for instance an cnipines of the 
Department of Transport way down in Halifax or at Vancouver and in com- 
munication with the marine superintendent in Ottawa and that correspondence 
was produced here contrary to all the regulations of this House, I would have 
every reason to. be annoyed. But Mr. Macdonnell comes along and says some 
mysterious individual has given him correspondence and you Mr. Chevrier, 
you cannot have that information. 

I think we should have it, and I am not any further in challenging the 
personal position of my honourable friend. I will not take advantage of it. 
I do not think I should, and I do not think it would be fair, and I do not 
want to show the slightest bit of unfairness towards him or anybody else in 
this committee. But I want to make another point, and it is this. This 
committee, Mr. Chairman, is being used as a vehicle to publish letters which 
have come into the hands of Mr. Macdonnell and which the author himself, 
after the evidence given by the president of the Canadian National Railways, 
says he has not authorized publication of, and would refuse to give such 
information if he were asked. 

Now surely that is enough evidence to indicate once and for all that my 
honourable friends are in a rather difficult position in so far as their case is 


- eoncerned. I am afraid that the balloon that they have for days and weeks 


blown up is just on the verge of exploding and, I hope they will not take 
offence when I use that expression, but I fear that is exactly what is happening. 

I regret that the committee is being used as a vehicle for that purpose. 
The committee on railways and canals has been established for the purpose of 
considering the accounts of the Canadian National Railways and I submit to 
the committee that the sooner we get back to a study of the accounts of the 
Canadian National Railway the pbetter it will be for all concerned. 


Mr. MacpdONNELL: May I just add a few words. I think Mr. Fulton has 
set out the argument and I endorse what he has said, and I do not intend to 
repeat it. I just wish to say, I wish to remind this committee, that in coming 
here we came, I came, among other reasons, under the strong urging of Mr. 
Howe and I want to point out, it seems to me, that the difficulty which we now 
face, and I confess to you I do not feel happy about this, but I am not going 


; to repeat what I said before that I took all the pains a reasonable man could 
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_ take in so far as in getting the name of the ‘man in Winnipeg is concerned and 
I have assumed the responsibility for that. It came from a man of standing and 
responsibility. 2 

An Hon. MEMBER: In the party. : 

Mr. FRASER: That is uncalled for. 


Mr. MAcDONNELL: The final thing I wish to say is this, that this man if he 
is asked to come here can tell us his own story. I can imagine that the 
president of the Canadian National Railways is a very persuasive man. I have 
found him persuasive and no doubt if I was in his employ I would find him 
still more persuasive. We have an opportunity of having this man come and 
give his evidence and I suggest that is the natural thing to do. 


Mr. CHURCHILL: Before putting the question, Mr. Chairman, there is a 
point of information. I am not questioning the accuracy of the statement 
which Mr. Gordon has given us, but I would like to know from curiosity by 
what means the telephone conversation that he had with Mr. Pitt was recorded, 
and if that entire conversation has been recorded. 


Mr. Gorpon: The conversation took place in my own room in the hotel 
direct with Mr. Pitt over the Bell Telephone line and I jotted down notes and 
repeated them to him as I took them down and I explained to him as best 
I could what was involved. I said to him that these letters were in the 
possession of Mr. Macdonnell and that I wanted to ask him to tell me how 
these copies had been released from the files. Mr. Pitt at once said he had 
shown the letters to a friend as he mentioned on the statement, and I then 
asked him if he intended these letters to be produced for publication, and he 
definitely assured me he had never intended that. He had not been asked 
for permission to publish them and he would not give permission if such 
permission were asked. It was never his intention they be used for that purpose 
and I can give you my assurance that there was no bullying tactics on my part 
at all. I simply talked to him and told him what it was I wanted to EnOWs 


The CHAIRMAN: Are you ready for the question? 


Mr. Gorpon: Mr. Chairman, there is just one more hank of the question. 
To the best of my knowledge I have recorded all the conversation. 
_ The CHAIRMAN: I am going to ask for your indulgence. As,Chairman 
I would like to make a few remarks before putting the question as I understand 
everyone else has spoken who wishes to do so. 


Mr. GILLIs: Do not set up a chain action. 


The CHAIRMAN: Parliament has charged this committee with responsibility 
of checking into the activities for the past year of a corporation with a 
capitalization of nearly 3 billion dollars. We have been asked by certain 
members of this committee to check into a matter regarding staff. The 
president of the road has indicated—and I think that Mr. Gordon’s word in 
that regard should be accepted and will be accepted by everyone,—the president 
of the road has indicated that in his opinion it would be harmful to the 
organization if this information is given or if this matter is inquired into at 
all by this parliamentary committee of politicians. The founders of the road 
—and I will refer to conservatives since it was conservative members of this 
committee who brought up the point and I hope no offence will be taken 
because I do that,—I refer them to the word of Sir George Foster, Sir Thomas 
_ White, and Right Honourable Arthur Meighen clearly indicating that the reason 
the government of the day decided to have corporate management for this 
organization, was in order that incidents similar to the one now before the 
committee should not be dealt with by politicians but Sp autd be the sole 
responsibility of management. 
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Now, in the light of that, let us look at what happened. I have every 
sympathy for Mr. Macdonnell in position he finds himself in, and I have 
considerable regard for him and if I were in that position I know exactly how 
I would feel. I want to say at once Mr. Macdonnell that I accept without any 
reservation at all the statement which you have made that you received the 
correspondence in question with a covering letter stating that it could be used, 
but, unfortunately, your hands are tied. You are not in a position where you 
feel that you can disclose the name of the sender. 

Where does that get us?’ I suggest to the committee that gets up positively 
nowhere. We are asked to rely upon the good faith of the statement of a 

- genleman or lady whose identity we do not know. On the other hand, we have 
the statement of the president of the railway who states that this very day at 
noon he was in direct contact with and talked with Mr. Pitt. Now, if I have 
any qualifications at all for weighing evidence, I must say I have no doubt.as 
to which evidence I should believe, but, apart from all of that, and putting the 
question in the most favourable viewpoint for the gentlemen in this committee 

_who have asked us to go into this matter, if everything which they have said 
should prove to be true where does that get us. It still gets us to the point 
where we are asked to deal with a matter which the president of the road says 

- would be harmful to the organisation. 


All those in favour of the motion please signify: 
Mr. Futon: Mr. Chairman, may I ask for a recorded vote. 


The CHAIRMAN: We will have a recorded vote, and I will put the motion. 

I will read it. The motion is by Mr. Macdonnell that: “Mr. Pitt and Mr. Som- 

_ merville, general manager of the hotels be called before the committee.’ All 
_ those in favour of the motion will say aye and those opposed naye. 


(The clerk proceeded to record the vote.) 


| Hon. Mr. CHEVRIER: Mr. Chairman, I would like to have my vote recorded 
eas no’, 

t The CHAIRMAN: The motion is lost. 

The committee is now on the heading “property investment account’. 


Mr. CHURCHILL: Mr. Chairman, could we have an explanation of the 

Be purpose involved in examining these accounts. Are we here simply to get 

a more detailed explanation of the information in these reports? Are we 

entitled to offer suggestions as to how the railway should be operated; as 

to what type of coal should be purchased, and so on? What are the limitations 

as to the work of this committee? I take it there is one subject we cannot 

- discuss, namely staff, management and labour. Are we entitled to discuss 

. anything else and make suggestions as to how the railway operates, or what 
are the limitations of the committee? 


The CHAIRMAN: I would refer you, Mr. Churchill, to the order of refer- 
ence, and the order of reference is: that the annual. reports for 1952 of the 
- Canadian National Railways, Canadian National (West Indies) Steamships, 
- Canadian National Railways Securities Trust, and the Auditor’s Report to 
_ Parliament in respect to the Canadian National Railways and other matters 
4 including three votes were referred to this committee. I believe it is established 
_ practice that nothing should be done in this committee to interfere with in- 
_ ternal management and that no disclosures should be made in the committee 
: which would strike at the competitive position of the railway. Other than 
that, I believe there are no reservations. : 
: Mr. CHURCHILL: How do you define internal management? 
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The CHAIRMAN: I cannot do better-than to refer you to the three very ; 
experienced parliamentarians who discussed that subject at the time the 
Canadian National Railway system was founded as a corporate entity. I have 
already read extracts and I would suggest you read the speeches in toto. 


. Property investment account. 


Mr. BROWNE: On section 42 could Mr. Gordon give us an idea how much 
money was spent on the Newfoundland hotel alterations? 


Mr. Gordon: The actual authority for expenditure covers up to $1,245,000. 
As at December 31, 1952, $1,136,000 had been expended and we estimate that 
the renovation is about 91 per cent complete. 


Mr. BROWNE: Were these alterations carried on by contract? ~ 


Mr. GORDON: Yes. Placed with the J. L. E. Price Company, Montreal, 
who were the successful tenderer. 


The CHAIRMAN: Carried? 
Carried. 


Revision of the capital structure. That was gone into thoroughly last 
year. 


Carried. 


Corporate reorganization. 
Carried. 


Financing in 1952, 
Carried. 


Now we come to review of operations, operating performance. 


Mr. Giuuis: There are a few words I would like to say on this item. 
Yesterday we touched briefly on this question of dieselization and this is the 
section under which that switch-over takes place. 

Now, I am not quarrelling with the report at all, but while the dieselization, 
particularly of the eastern end of the C.N.R. from Montreal to Nova Scotia, 
cures a problem for the Canadian National Railways in that they are getting 
a more economic operation on their freight runs, particularly with the end in 
view of putting those diesels on the passenger runs—the C.N.R. is making 
progress there and I am not quarrelling with that—but, while the Canadian 
National Railways are solving their problem they are creating an acute 
economic problem around other sections of the country with particular reference 
to Nova Scotia. 

Now, the minister nue because he met with a group of small coal 
operators from Nova Scotia here about a month ago along with the Minister of — 
Mines from the government of Nova Scotia and they made a plea on behalf 
of some 1,500 employees that are employed by the small coal operators and 
pointed out to the cabinet that in that group of employees—and you can 
multiply that by 4%, I think that is the average family in Canada at the present 
—they have quite an investment in property, in churches, in schools and they 
have valuable communities around those small operations. That delegation 
stressed particularly, not the question of not being able to compete with 
American coal in that area or not marketing our coal in the C.N.R., but their 
whole argument was the dieselization of that end of the line took from them 
their market, and they requested the government to suggest or intervene with 
the C.N.R. to delay that dieselization program particularly. There is one 
section of it that diesels will be placed on within the near future and that 
is from Moncton down to Mulgrave, Nova Scotia. It is the program of the 
C.N.R. to put some ten diesel engines on that run and it was with particular 
reference to that section that the small coal operators and seats s of the 
miners’ union were arguing for a delay. 
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; Now, the government must have held out some hope that that might be 
done because I noticed in a press statement a few days ago issued by the 
Minister of Mines in Nova Scotia that he made the statement there may be a 
delay in any further dieselization on the eastern end of the line. Of course 
what we have heard here on this subject so far does not indicate there is much 
hope for that. But the Minister of Mines must have got some assurance from 
the government that that would be done. But, is there any reason why that 
should be done apart from the humanitarian reason of avoiding the scrapping 
of communities? I think there is. And I think there was a very good reason 
why the dieselization of that line from Montreal down should be delayed. 


- For the last two years there has been an experiment going on from McGill 


University, the plant I think is at St. Annes, Quebec—an experiment on a coal > 
turbine engine. A few weeks ago the Minister of Mines and Resources, Mr. 
Prudham, took a delegation down to look at that operation. I met with one or 
two of the delegates—I think there are some of them here—and they told me 
they received great encouragement there. They expect that experiment with 
that coal burning turbine engine to be complete within the next year and at 
the present time they are using Nova Scotia coal. They are using a good grade 
of coal, but they think they can get the same results from an inferior type 
of coal. What the cost of that unit they are building at the present time will be 
has not yet been determined, but they claim that if this great engine burning 
coal will do the things they expect it will do they can cut the present cost 
of oil down to about 4 of what it is at the present time. This experiment will 
be completed within a year. 

Now, if that is so, there is‘a good reason -why the dieselization should be 
delayed until such time as that experiment is brought to fruition. And the 
reports at the present time are very encouraging. In the light of that I would 
ask the president of the company to tell us if he is checking that particular 
experiment carefully and what he thinks of it. 

There is another angle that might relieve that problem which is created for 
the small operators and that is the tmportation of American coal. I put the 
figures on the record the other day. My figures represent what the C.N.R. 


imported itself. Mr. Gordon referred to figures of what was bought from the 


U.S. in Canada as well as what was imported. The figures were slightly over 
5 million for 1952. If the small coal operators had a market in the C.N.R. of 


a couple of hundred thousand tons of coal, that is a small percentage of 
6 million, and surely the management of the C.N.R. can devise means of 
relieving the small operators’ problem by dropping off a small percentage of 


the import of coal from the U.S. and give that to the small operators for one 
year pending the outcome of this turbine experiment in Montreal. 


Mr. Gordon made the statement that as far as he was concerned he was 


- going to take the coal which was the cheapest because that would be in the 


best interests of the C.N.R. I am not quarrelling with that, but Mr. Gordon 


_ gave the figure as to the cost of Nova Scotia coal at $9.30 and U.S. coal at $4.50, 


A 


and the American coal has a long rail haul; there is quite a high freight charge 


for putting that in New Brunswick where American coal is stockpiled. It would 
run up to about $13.00 a ton I think. If coal can be produced in Springhill, 
_ Nova Scotia and at the Drummond in New Glasgow of which Mr. McCulloch 
_ spoke, it is only a few miles of haul from Springhill and New Glasgow to 


2. 


y 
Us 


Moncton, but that coal is moved by subvention. I think it is in the best 
interests of the C.N.R. if they would drop off a couple of hundred thousand 
tons of American coal. And from the hard facts of what the cost would be 
I think if your purchasing agent at Moncton would sit down and figure the 


- matter out, he would find out, moving coal from Springhill or New Glasgow to 


Moncton with the subvention there is, that the C.N.R. would be ahead from 


; the dollar standpoint, by purchasing coal in the areas that I have just mentioned, 
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because in addition to getting it, I think, a little cheaper than what you would 
get it for from the United States you would also have the advantage of getting 
$2 subvention on each ton of coal that you moved or that would accrue in the 
movement of that coal. Now, I could take a long time on this, but I am just 
making this short, abrupt appeal to Mr. Gordon to consider the plight of the 


small coal operators in Nova Scotia, the wiping out of their communities, and . 


what I consider a simple matter of juggling a few hundred thousand tons of 
imported coal and guaranteeing in that area the purchasing of that amount of 
coal until this experiment of oil burning turbines is brought to completion. — 


Mr. Gorpon: Mr. Chairman, Mr. Gillis, I can assure you that the general 
problem that Mr. Gillis has so eloquently put before us has received the most 
earnest consideration by the management of the Canadian National, and that 
-we have been fully conscious of all the points which he has raised. As I 
explained yesterday, it is naturally our policy to utilize diesel power in those 
locations where the greatest economy will be produced. Now, as in every 
kind of argument, there are two sides to the story, and I must remind Mr. Gillis 
that if we were to adopt the general policy of leaving the maritime provinces 
out of our dieselization plan, or any section of the maritime provinces out of 
our diesel plan, then we would condemn that section of the maritimes to a 
subnormal condition in respect of transportation. That has a real meaning in 
respect of service in this section of the maritimes—industries would not be 
getting the benefit of the most efficient low cost rapid transit. So there are 
other interests to consider in that respect. However, I do not want you to think 
at all that the Canadian National management has taken a completely un- 
sympathetic attitude, particularly toward the small mine operators, and I can 
assure you that our purchasing agents in giving attention to the purchases of 
coal have no bias whatever against maritime province coal. On the contrary, 
they sharpen their pencils and do their best to find a price break in favour of 
Canadian coal, and they will take acceptable Canadian coal in preference to 
American coal every time. It is only when the differential—allowing fully for 
all the factors you have called my attention to—it is only when the price 
differential reaches the point where that differential becomes unreasonable, 
that we feel we must, in discharging our duty, buy the competitive coal. 

Now, I noted what you had to say about the gas turbine. I can again 
assure you that we have a very intimate knowledge of progress in respect of 
the development of gas turbines. We have very definitely kept in touch with 
experiments not only here in Canada but in the United States and Europe, and 
we know pretty well where the gas turbine locomotive stands in its present 
stage of development. I must say to you that, in the considered opinion of our 
technical officers, it does not constitute a serious threat to diesels at the 
present time, but with further development we believe it will prove superior 
in selected classes of service. Now again, in regard to gas turbines, the most 
encouraging experiments have been by the use of low cost residual oil and 
‘it is our opinion that the oil burning gas turbine is likely to be the one which 


will be first successful. We did not at all rule out, however, that the economic » 


factors may then turn in favour of certain types of coal, and a coal burning 
gas turbine, and we would welcome that if that were found possible. With all 
these factors in mind, we are not of the opinion that our present program 
of dieselization should be changed because it is only a very partial program. 
We are not committed by any means to complete dieselization of our lines. 
We are only dealing with a five-year program, taking the raisins out of 
the cake, so to speak, taking out selected runs where we will get maximum 
utilization of diesels and producing savings over steam power of such magnitude 
as to pay for those over a relatively short period of years. On the runs over 
which we now have diesels operating on through freight, we have established 


savings in operation that show us a return of anywhere from 30 to 40 per | 
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cent on our investment, so it only takes two or three years to get our capital 


back with this kind of savings. I do not suggest we expect to get savings of 
that magnitude with all our dieselization. I am simply saying we are directing 
our first efforts in dieselization towards the runs where we get the maximum 
degree of saving, so that we are not worried at all if in the next few years 
the gas turbine “locomotive does prove to be superior to the diesel. Our 


purchases can be turned over to this type of motive power without losing our 


investment in diesels. We had that situation in mind. 
Mr. GILLIS: The unit is interchangeable? 


Mr. Gorpon: I am not too sure. My technical officers have convinced me 
that it will be interchangeable to some degree, and I am assured by some of 
the manufacturers that it can be made interchangeable. But the dieselization 
we are doing now is producing such a degree of economy that a few years 
will take care of the capital cost in those runs, and we do not believe that the 
gas turbine is going to be a successful operating unit within a time limit of 
that kind. In the meantime, as I say, our technical officers keep a watchful 
eye on turbine developments and have followed up tests in the United States 
in respect to that situation. 

Now let me return to the situation which Mr. Gillis mentioned in the 
maritime provinces. I regret more than I can say that I am being constantly 
driven into a position of appearing to be unsympathetic to people who have 
investments in such things. as coal mines, and made to appear as though we 
are unsympathetic toward them and to the miners themselves. Certainly we 
are not. We recognize the full degree of our moral responsibility, but I do 
point out to you that temporizing year after year with the problem is not 
going to solve it. The problem is there and they might just as well face up 
to it. We have already directed our policy in a cautious way to do it as 
gradually as possible. We are years behind the dieselization program of the 
United States, for example, and there has been ample -warning: to all coal 
operators that the handwriting was on the wall and they better face up to it. 
The further point is this, and I repeat what I-said yesterday, that when we 
get down to the economic factors, that the Canadian National is still able and 
willing to take all the coal which the eastern coal mines can produce, of 
acceptable quality for locomotive use, for quite a number of years to come, 
ten years at least, maybe more, provided that their price is competitive; 
therefore, I suggest to you that all these small coal operators and all the coal 
miners who work in that industry can do under the circumstances is to face 
the economic facts of life, which everybody has to do, and ask themselves how 
they can get their production of coal on such a basis that it will be competitive. 


Now, that may mean they will have to adjust some of their standards. It 


may be that they will have to review the situation in respect to a shorter work 
week or a level of wages if they wish to remain in that industry. The coal 
operators themselves may have to adjust their sights and may have to go 
into the situation with respect to treating their coal and take further capital 
risks in that respect. But I do point out to you that this is simply a matter 
of facing the economic facts of life. If they can produce coal of an acceptable 


- quality at a competitive price—at a reasonable competitive price and I am 


not weighing the scales against them at all—our purchasing agents will do 
everything that honest men can do to give them the break, and if they, the 
coal operators, can do that—namely produce coal at a competitive price— 
then we can take the coal and use it for quite a number of years to come. 
Mr.. PoutiotT: Mr. Gordon, will you be kind enough to tell the committee 
how many steam locomotives you had last year and how many this year. 
Mr. Gorpon: If you will turn to page 38 of the report, you will see a 


: i complete inventory ofour railway equipment, and you will see there that the 


steam locomotives on hand at December 31, 1952 were 1,884 road locomotives, 
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533 switching locomotives—those are steam locomotives—33 electric; 157 diesel — 


electric, road; 45 diesel electric, road switching; 193 diesel electric switching; 
for a grand total of locomotive equipment of 2,845 units in service. 

Mr. Carter: I wonder if Mr. Gordon can say a word as to the comparative 
savings in cost of maintenance as between the turbine and the diesel 
locomotives. 

Mr. Gorpon: That is a technical operating matter that I would like the 
privilege of having Mr. Dingle speak to. You are thinking of the relative 
maintenance savings cost? 

Mr. CARTER: Yes. 

Mr. DINGLE: I will put it in a little different way, Mr. Carter, with the 
information I have available here. Take diesel versus steam power, Camp- 
bellton to Gaspe for example, where we have 15 units in operation, 1,200 h.p. 
road switcher type. On basis of 1952 we effected gross annual savings of 
$740,600 as against steam operation. 

Mr. CartTER: That is all I wanted. Could you go a step further on this 
new innovation that Mr. Gillis referred to as to turbines. Is that expected 
to show a comparative savings" in maintenance costs as compared with the 
diesel? 

Mr. DINGLE: Roughly the same, as far as we can tell now. 

Mr. GorDON: Perhaps the question as asked can be made clearer if I 
tell you that in three selective runs over which we now have diesel operation, 
the gross return on the investment shows us a range of from 28 per cent to 
39.9 per cent return on our capital investment. Now the relative thermal 
efficiency of the diesel as compared with the steam locomotive is, roughly— 
one of the technical terms in thermal efficiency, which I cannot explain 
to you—is roughly 8 per cent, and the thermal efficiency of the diesel locomotive 
is roughly 32, so that it is more than three times more efficient in freight 
operations. 

Mr. CARTER: I understood diesels pay for themselves in maintenance, 
because of their small maintenance costs. | 

Mr. Gorpon: That is a factor but it is not only smaller maintenance how- 
ever, it is the greater utilization of the diesel which gives us the savings. 

Mr. Pouutiot: I notice that you have 17 road steam locomotives less 
than last year, and 6 switching steam locomotives less than last year which 
means that there is a difference of 23. 

Mr. GORDON: Six less? 

The CHAIRMAN: Retired. : ; 

Mr. Poutiot: You have 38 before January 1, 1952, and on December 
31, 1952 — and when I said this year I.meant that. So there are only 23 
steam locomotives less this year than last year. Is that right? 

Mr. GorDoN: There are 23 retired. 

Mr. Pou.iot: Twenty-three retired? 

Mr. Gorpon: Twenty-three steam locomotives retired. 

Mr. Poutiot: Yes. Now, you have 1,884 steam road locomotives, and 
533 switching steam locomotives. 

Mr. GORDON: Yes. 

Mr. PouLiotT: Will you please tell me what is the value of that equip- 
ment in the total amount of the assets of the railroad? 


Mr. GoRDON: Well, while I am getting that information perhaps I should 
explain that the 23 locomotives retired does not represent the whole story. 
Those are 23 locomotives which are taken out of service. They are finished. 
They may be wrecks, or all worn out, but they are finished. But in steam 
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locomotives on hand as at December 31, 1952, there will be a certain proportion 


- which are spares, not in use, which we do not need completely. So there is 


a stand-by reserve included in there. I shall give you the figure you asked 
for in a moment. _ | | he 

Mr. Poutiot: There is a figure on page 22 of $2,367,000. 

Mr. Gorpon: The total of the two that you mention, 1884 and 533, makes 
a total of 2,417 steam locomotives which stand on our books as a capital invest- 
ment of $118,939,580 or practically $119 million. 

Mr. Poutriot: It varies considerably. Can you answer that, Mr. Dingle? 

Mr. DincLE: I do not have the total figure before me, but the average 
tractive effort in February was 47,910 pounds drawbar pull. 

Mr. GEorGE: What is the horsepower of the 6,000 series steam locomo- 


tive? 


Mr. DINGLE: We do not rate them on a horse power basis. 

Mr. Greorce: I was comparing it with the 1600 horse power in the road 
locomotives. 

Mr. DINGLE: A means of comparison would be two 1600 H.P. diesels. 
They would rate about the same as the northern type freight locomotive 


which is one of our heavier types. 


Mr. THomas: How many coal burning locomotives have been converted 
to oil during the past year, and at the same time could we have a breakdown 
of the various regions such as the western region and the central region and 


‘so on? 


Mr. Gorpon: I think we have that here. We had a total of 246 locomo- 
tives converted at the end of 1952, and we have 99 proposed for 1953. 


Mr. Tuomas: That is your total number of conversions? 

Mr. GorDON: That is the total number of steam locomotives, coal-burning 
steam locomotives which have been converted into oil burners, and they 
are pretty largely in the western region. 

Mr. DINGLE: Yes, except for Newfoundland. 

Mr. Poutiot: According to what you said a moment ago it is possible 
to change a coal-burning locomotive into an oil-burning one. 

Mr. DINGLE: Yes. 

Mr. Pouttot: And it is also possible to change a steam locomotive into 


.a steam turbine locomotive, is it not? 


Mr. Gorpon: No, that would not be so. If the gas turbine locomotive is 
found to be a practical possibility it will be a completely different type of 
animal, so to speak, as compared with the present steam locomotive. It may 
be, however, that the manufacturers will find a way to make a gas turbine 
locomotive convertible out of present diesel equipment, but we are not sure 
of that. However, some of the manufacturers believe that it can be done. 

Mr. Pou.ioT: Your dieselization is not final? 

Mr. Gorpon: It is not final, no. It is final only in respect to the program 
which we have embarked upon over the five year period which I announced 
to this committee last year. We have started that program and when we 
finish with that part of the program we will have about—what is the 
per cent again? This will vary, Mr. Pouliot; but when we finish with our 
5 year program we will have about 66 per cent of our through freight and 
about 59 per cent of our total freight ton-mileage diesel hauled. 


Mr. PoutiotT: That does not mean that you will cease to use steam locomo- 
tives in four years? 

Mr. Gorpon: Oh no, not by any means. You are quite right. We will 
still have quite a number of steam locomotives. 
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Mr. Poutiot: But you told us last year that steam locomotives are no 
longer built. § . 
Mr. Gordon: That is correct. We will not buy any new steam locomo- 
tives for the simple reason that none is being built. So that the steam locomo- 
tives to which I refer will be the same locomotives which we now own and 
which will gradually be worn out over the years as we buy new diesels. 
Mr. PouLioT: Are there repair parts still being made? 


Mr. GORDON: Yes, indeed. A steam locomotive can be kept operating 
almost indefinitely provided you are willing to put the service units into it. 

Mr. PouLiot: Just like an automobile? 

Mr. GorDon: Pretty much the same, I suppose. So when we proceed with 
a diesel program as we are doing, we have to take. decisions concurrently to 
determine how much maintenance and how much renewal to build into 
steam locomotives. Some of those steam locomotives we will decide deliber- 
ately just to run until they are of no more use, then we will retire them. 

Mr. PouLioT: In the plans now, and from what you have just said about 
dieselization, it is that in four years from now you will have about one- 
third of diesel locomotives in freight as well as in passengers? 

Mr. Gordon: I do not know about the passenger percentage. That. is 
rather indefinite. We have not started on passengers yet, and that will 
depend on just how we co-ordinate it with the other traffic. 

Mr. POULIOT: 66 per cent was for freight. 

Mr. GORDON: Yes. But you see, this diesel program is not absolutely a 
fixed program. We are experimenting as we go along and if we find, as we 
are now finding, that we get major economies out of the use of through 
freight and switching and so forth, and that these economies offer better 
results than in passenger trains, we will enlarge the freight part of the 
program and hold back the passenger program. So we are experimenting as 
we go along to ensure that we get the maximum return on our investment. 
We have not any passenger diesels at the moment. | 

Mr. DINGLE: Just some road switcher type on the Gaspe, P.E.I. and 
southern counties. 

Mr. GORDON: There is none on our long runs. 

Mr. POULIOT: Can you tell us what amount of economy have we made 
in 1952 by using more diesel locomotives? 

Mr. GORDON: Well, this is our estimate and I must stress that we are 
still in the throes of the program, which is an experimental program and we 
cannot be absolutely definite, but this is as near as we have been able to figure 
it.. We have just covered all the runs here. 

Mr. PouLioT: It does not include the figures you are about to give. It 
does not include the capital expenditures besides that? 

Mr. Gordon: No. We figure that our economies by the use of diesels at 
the moment on a few selected runs total about $2,685,000 for the year 1952. 
Is that correct? 

Mr. DINGLE: $2,685,000 is correct. 

Mr. PouLiot: Most of those locomotives are new, are they not? 

Mr. Gorpon: No. Some of them went into service before. They are in 
certain selected runs, and we have not got here figures covering all the diesels. 
It is only on the selected runs that I have the figures available at the moment, 

Mr. FRASER: The saving is mostly due to the fact that the diesel engine, at 
the end of the run or when it is stopped at a switch, is not using fuel. Isn’t 
that part of the reason for the saving? 
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Mr. Gorpon: In part, yes, but the diesel can be used in a much more 
flexible way, and the operating cost of the diesel in respect to fuel consumption 
is less per ton of freight hauled. But certainly one of the major factors is 
the reduction in maintenance costs, and that the diesel engines do not have 
to go into the round house for servicing with the same frequency that the 
steam locomotives do. 

Mr.. FrasER: And on long runs for passengers you use steam because of 
the fact that you have to keep them in operation all the time anyway? 

Mr. Gorpon: There are two reasons. In the first place, the matter of 
passenger runs involves the problem of heating. The steam locomotive pro- 
duces heat for the passengers as a by-product. The diesel does not, and we 


‘have to put in special equipment to produce heat for the train. That reduces 


the economy we obtain. - 

The other reason is found in the saying that the diesel is a work horse. 
The bigger the load the better the result we get by using a diesel; whereas the 
passenger operation is based on speed more’than on lift power so to speak. 

Mr. Fraser: But still at the present time you are warming the oil and you 
have added larger water tanks. 

Mr. Gorpon: For passengers. 

Mr. FRASER: No, for freight. 

Mr. Gorpon: In the maintenance of the diesel we have had to do quite 
a number of things in the program. We have had to provide diesel shops for 
regular repair and maintenance, and we have had to provide storage capacity 
for diesel oil. We have also had to enter into a program of lengthening the 
passing tracks in order to take advantage of the fact that the diesel can haul 
100 cars and the fact that a great number of our passing tracks had only a 
capacity of 60 to 70 cars. And when we talk about a diesel program we do not 
only figure the capital cost of the diesel, but we include in it all the additional 
costs which are necessary for the diesel program including such items as those 
I have mentioned. 

Mr. Poutiot: How much was spent last year for the purchase of diesel 
locomotives? 

Mr. Gorpon: It is in the report, I think. No, I am sorry, you have not got 
it. But if you will turn to page 38 you will see the equipment placed in service 
during 1952, and the total cost of the diesel electric locomotives shown under 
the heading there is roughly about $20,500,000. 

Mr. Poutiot: Now I understand that the operating performance is the 
preamble to the review of operations, and I ask you if you would be able to 
tell us how much was paid or spent up till now for the repair of the track 
or the right of way or whatever it is between Edmundston and Riviere du 
Loup, or if you have not got that figure at the moment, I would appreciate 
having it tomorrow morning. 

_ Mr. Gorpon: I think I can give you the figure. The rehabilitation cost of 
the Temiscouata line—that I think is the one you are looking for. 

Mr. Poutiot: That is right. 

Mr. Gorpon:. In 1952— 

Mr. Povtiot: I mean from the start, but I can get it tomorrow morning. 

Mr. Gorpon: I will have to get that for you. I can give it.to you for 
1951, and we will get the figure bringing it up to date from the beginning. 

Mr. Poutiot: How much was spent last year? 

Mr. Gorpon: I beg your pardon, I have the figure here. The charge to 
capital account to date from the beginning of the program is — the total 
to date is $423,325. 
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Mr. PouuiotT: That is for all the work on the tracks. . 

Mr. GorDoN: That is up to the end of 1952, and in the capital budget for 
1952 an amount was re-voted to the Temiscouata line of $428,000. Mr. 
Pouliot, I am sorry, I am not certain about the figures. I will get them for 
you tomorrow morning. 

Mr. McLurE: Now that you have been speaking on dieselization, I would 
like to ask a question. There is no steam power used at all on Prince Edward 
Island. 


Mr. GORDON: That is right. 


Mr. McLure: And you will be able then to take from that experiment 
there your exact figures of how much of a saving you are making on the 
operation of that route. Last year they hauled more freight there than in 
1951, but I would like to know if you have the figures as to just what operating 
saving you have made over and above if you were operating with steam as 
in 1950. 

- Mr. Gordon: You want figures showing steam versus diesel based on 
1952 ‘traffic? 


Mr. McLureE: Yes. 


Mr. GorDon: That figure would be an analysis in terms of traffic and I 
do not have that available now, but I could get it for you. In order to make a 
fair figure we would have to have it analyzed in terms of traffic levels at a 
given base year. But I can get it for you by the morning. 


_ Mr. McLure: Another question: In your opinion is it not very satis- 
factory? | 

Mr. GorpDon: It is very satisfactory, subject to the fact that we have not 
been permitted to get the maximum amount of saving we intended to get 
when we embarked on the program in view of the fact that we have been 
refused permission to co-ordinate the services with but operations which we 
intend to do when we embarked on the whole scheme. One of the factors 
in going into dieselization was the belief that we could provide a_ better 
service with bus co-ordination with certain passenger runs which we then 
intended to abandon completely but that co-ordination has not been made 
possible by reason of the refusal of the Prince Edward Island authorities to 
give us a licence. 

Mr. McLureE: I am afraid you will not be able to get it: But, apart from 
that, I would like to know with reference to the Hillsborough project over the 
Hillsborough River from Charlottetown to Southport — you have no more 
connection with Hillsborough bridge. 

Mr. GorDON: No, we have not. 

Mr. McLureE: Either in ownership or otherwise. 

Mr. GorDON: The railway contract has been changed, and I am just 
trying to determine who owns the bridge. It is certainly not owned by the 
railway. 

Hon. Mr. CHEVRIER: The title is very obscure. 

Mr. McLureE: The province has paid for it. 

Mr. Gorpdon: I understand the disposition of the bridge and the purchase 
thereof are matters for agreement between the Federal and Provincial gov- 
ernments and that is under discussion. 

‘Hon. Mr. CHEVRIER: Yes, I have written a letter to the premier of the 
province outlining a suggestion — I would have to draw on my memory to 
recall exactly the arrangerhents — but by virtue of an early agreement made 
between the Federal government and the province, the province agreed, I 
think, to contribute a certain amount towards the maintenance of the bridge, 
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and since the project is no longer in operation and has been abandoned by 
order of the Board of Transport Commissioners it was felt that the bridge 
should be turned over to the provincial authorities, and my letter to the . 
premier of the province indicated that consideration might well be given to 
the suggestion which I made. The matter is under consideration. 

Mr. McLureE: There is no more rental being paid to the Canadian National 
Railways. 

Hon. Mr. CHEVRIER: No. 

Mr. GorDon: The bridge was condemned for railway. operations. 

Mr. McLureE: Was it condemned for heavy trucks. 

Mr. GorDoNn: That I do not know, but I know it was condemned for railway 
operations. 

Mr. McLureE: There is another question. 

Mr. Gorpon: Incidentally I might add that the condemning of it for truck 
operations would be a provincial matter whereas the railway matter is a matter 
for the Board of Transport Commissioners. 

Mr. McLure: That is what I was going to ask you. One more question. 
When you bring your passengers up from Murray Harbour to Southport, how 
are you going to transfer them to the station. 

Mr. DINGLE: By taxi. 

Mr. McLure: If you are going to transport them by taxi, I think it would 
be a good thing for you to consider instead of. landing them at the station 
to land them uptown. I know passengers would appreciate that instead of 
having to pay a taxi to get up town. 

Mr. Gorpon: I think the question there is whether or not we have the. 
authority to do that. Our obligations are to deliver the passengers at the station 
and I would be afraid if we tried to deliver them elsewhere we would be 
running afoul of the bus license and we cannot operate at intermediate points. 
We have the right to drive into our own stations but not elsewhere. If we get 
a bus license we will consider your suggestion. 

Mr. Giuuis: Before we leave diesels, could you give us an idea of the 
tonnage purchased by the Canadian National Railways from the small operators 
in Nova Scotia laid down at Moncton for 1951 and 1952 that will give us an 
idea of how fast that market is dropping off. 


Mr. GORDON: You mean laid down at Moncton? 
Mr. GILLIS: Yes. 


Mr. Gorpon: I would have to get that. What particularly do you have 
in mind by small operators. 

Mr. GiILuis: Like Inter-Colonial. 

Mr. GorDON: Would you be satisfied if I gave you a list of the names and 
then if they were not the operators you wanted, you could let me know. 

Mr. Giuuis: All right. 

Mr. Carter: I wonder if I may be permitted to ask one question. On page 
19 Mr. Gordon, you say that consideration is being given to a better service for 
Placentia Bay? 

Mr. Gorpon: When we bee delivery of these two new boats mentioned in 
paragraph 37 we will re-arrange the service we have of existing boats and 
provide an improved service to the point you mentioned, but it will not be 
new boats, but the re-arrangements of the service. 

Mr. Carter: The reason why I asked is because I do not see how it is 
possible for boats on the present run to be relieved. 
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Mr. Gorpon: The Bar. Haven will be placed in the Placentia Bay service, 
releasing the motor vessel M.V. Burin. That is, the steamship Bar Haven will 
be placed in the Placentia Bay service releasing the motor vessel now -in 
operation there. 

Mr. Carter: You are getting two new boats on order. 

Mr. GorDon: That is right. 

Mr. CARTER: Which boats are to be replaced. 

Mr. GORDON: One vessel will relieve the S.S. Glencoe and then she will 
carry on a similar service. Then the other boat is going to replace one of the 
boats on the other route. 

Mr. CARTER: That still leaves nothing for Placentia Bay. 

Mr. GoRDON: Well it does because when we put a new boat into the service 
mentioned it releases the existing boat. One of the existing boats is the Bar 
Haven, and that will go into Placentia Bay. 

Mr. CarTER: The Bar Haven is on a separate run. 

Mr. GorpDon: It will be switched. Here is our position: 

The new ferry will release the S.S. Cabot Strait and S.S. Burgeo. 

The S.S. Burgeo will go back into the south coast service, relieving the 


Bar Haven. 
The S.S. Cabot Strait will be assigned to the Labrador service, relieving 


S:S. Kyle. 
The S.S. Bar Haven will be placed in Placentia Bay service, releasing 
M. V. Burin. 


One new vessel. will relieve the S.S. Glencoe. 

One new vessel will relieve the M. V. Codroy and M. V. Clarenville in 
the Notre Dame Bay and Green Bay services. 

The motor vessels Burin, Codroy and Clarenville will then be available 
for use in freight service from the mainland to Newfoundland or in the New- 
foundland coastal service. 

Mr. Carter: The point I want to make there was that the Bar Haven 
- which you intend to put back on the Placentia Bay service was originally on 
that service and was too big for that port and had to be taken off so it is 
not suitable to be put back on again. 

Mr. Gorpon: I am glad to have your comments, and we will Bok into 
that suggestion and see what is involved. 
if Mr. FULTON: Can I ask a question in regard to paragraph 2. Mr. Gordon 
makes the statement: ‘freight car utilization was better than in any year 
since 1945 when wartime carloading regulations were in effect and the longer 
average haul permitted better mileage per car to be obtained.” I did not know 
before that there was a substantial difference in the carloading regulations. 
I was wondering, is there any safety consideration there or any considerations 
of that sort with respect to freight trains which militate against the 
continuation of such regulations now if they enable you to produce better 
results. 

Mr. Gordon: I think I must answer that in this way. The wartime regula- 
tions were regulations which forced the railways in the light of the shortage 
of equipment to load cars to the minimum level. In other words the car could 
only move if it had in fact “X”? amount of freight. That regulation was re- 
moved because it handicapped the speed of moving traffic and so forth, and 
it was not nearly so flexible as far as railways were concerned. 

Mr. FuLtTon: I think I see the answer now. I thought perhaps wartime 
carloading regulations might have removed the maximum. 

Mr. GORDON: No, it was the other way around. There was a minimum. 
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Mr. McLure: I would like to ask one question more with reference to 
dieselization. I am very strongly in favour of dieselization of our middle 
system over there, and we had a rather definite promise at that time that no 
man would lose his employment and they have not all been taken care of 
and it is rather a discouraging thing for some men who have fairly good 
positions in the Canadian National SAYS and dieselization has taken this 
away from them. 


Mr. Gorpdon: Definitely it was before my time but I can hardly credit 
that any assurance was given that there would be no reduction in employment. 
Certainly that would be contrary to anything that has occurred in my time. 
We, of course, give the assurance we would look after the existing employees 
as far as possible and protect their seniority rights and so forth so that the 
men with the most seniority would be the ones retained, and we would do 
everything possible to replace these men by training them for diesels or other 
work. But I am almost certain there could not have been any blanket as- 
surance there would be no alteration of employment. I do not see how 
management could give such an assurance. 


Mr. McLure: I would not like to say the management did give a really 


definite promise to that effect, but it was rather held out to them. 


Mr. GorDON: There is this to be said. We have made it perfectly clear 
if we had been able to secure the maximum utilization of our diesel program 


-among other things we would have had jobs for railway employees in running 


the buses we wanted to run. So it comes back to the buses. 


Mr. McLure: But, there is one question there. The men that are running 
them today would be still out of employment if you put in some other men. 
They have a pretty good system of buses, and they would have to be taken 
care of some other way before you can get a monopoly of that traffic. I had 


a letter — I do not know how true it is — about three men who have come 


over from the Maritime Provinces within the last month or so who have 
taken up positions that we have men qualified to hold and who are out of 
jobs right there in that territory. Now, I have not got the facts and I am 
not giving that as a fact, but I had a letter written to me by one of the 
men. 


Mr. GORDON: I can say all these arrangements are strictly in accordance 
with seniority provisions provided in our wage agreements. Every man is 
entitled to exercise his seniority rights. If you check the facts we will look 


1 into them and give a detailed answer. But at the moment I cannot give you 


more than a general statement that in these adjustments of employment we 
are strictly bound by our labour agreements on the question of seniority. 

Mr. DINGLE: There may be a question of senate which is in a differ- 
ent category. 

Mr. BROWNE: Referring to paragraph 3, Newfoundiaha District is excluded 
from the figures above. 

Have you any figures of the performance of the railway in Newfoundland - 
such as freight, passengers and comparative figures, 1951-52, and revenue and 
expenditure? 


Mr. GORDON: If you look at page 39 you will find the same figure there 


including the Newfoundland operation. Under the table freight traffic you 


will see the same figure given as gross ton miles per freight train hour 29,309 


and that compares with the figure I mentioned in the text of the report which 


: excludes Newfoundland and shows 30,002 gross ton miles per freight train 
m “hour. 


Mr. BROWNE: Can you tell me how much freight and passengers were 
_ hauled last year in ENC Ona: 
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Mr. Gorpon: That question has been raised on a number of occasions and 
we do not keep the accounts so that they will break down in sectional figures. 

Mr. BRowNE: I would like to get the comparative statement of the freight 
hauled in 1951-52 and passenger traffic for the same period, and revenue and 
expenses of operating over the road. 

Mr. Gordon: Would you mind giving to me at the end of the meeting a 
heading of what you would like to get and with the permission of the chairman 
I will table it. 

The CHAIRMAN: Yes. 

Mr. Browne: One further question. Is there going to be an oil burner, 
on the north Sydney and Port aux Basque line? 

Mr. Gorpon: Diesel. 

Mr. BRowNE: With regard to the St. John’s dockyard, is Piece going to 
be any effort made to build it up to a better standard? Last year there were 
72 men laid off and it looked as though it was going to be shut down and 
there were rumours that the dockyard was going to be sold to private interests. 

Mr. Gorpon: At the present time there are 276 men on the payroll of the 
dockyard at St. John’s. This time last year there were 362 men employed 
there. The decrease of 86 employees this year is made up of the following 
labour classifications: 60 common labourers, 12 machinists, 7 boilermakers, 
7 carpenters. The decrease in staff‘is attributed to the fact that last year 
the dockyard was engaged in conversion of $.S. Northern Ranger to an oil 
burning vessel. It is also a fact that at this particular period there is less 
outside work available. In regard to your question of any rehabilitation of the 
dockyard, we have no such intention at the present time. 

Mr. Browne: Have you considered the question of selling or leasing to 
private interests? 

Mr. GorDon: We have. 

Mr. Browne: Is it under consideration at the present time? 

Mr. GORDON: It is under discussion at the present time. Whether it will 
reach a conclusion or not I do not know. 

Mr. Georce: Mr. Chairman, I asked this question last year. What progress, 
if any, has been made in eNomtonins the running time of the Ocean Limited from 
Halifax to Montreal? 

Mr. Gorpon: That question has been reviewed again and again and it is 
our opinion that the present running schedule is the most efficient having in 
mind the intermediate communities that must be served. 

Mr. Futon: I have three questions on page 15. The first is under para- 
graph 8 where you refer to roller bearings and you say: ‘Policy with respect 
of a wider application to freight equipment will depend on the results of 
analytical studies”. Have you got any figures which you can give us which 
will throw light on the matter as to recent results. Haye you found the service 
is acceptable and traffic increasing? 

Mr. Gorpon: I cannot give you specific figures, but we have found 
acceptance among larger shippers and we believe the experiment to be 


threatened with success, but it is too early yet to get a true picture because © 
of the time lag in getting the figures. The traffic department advised me the 


other day they have had quite a high degree of interest expressed. 

Mr. FuLTon: It would be anticipated that will help you in your problem 
of competition with road traffic. 

Mr. Gorpon: The real benefit of the service is we get a full load on the 
motor vehicle trailer. We run that up on the flat car especially designed for 


the purpose and what we do is we save the handling of that merchandise load : 


\ 
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from the truck on to the car and back on the truck. We get a faster and more 
efficient service as far as the shipper is concerned. 


a Mr. MACDONNELL: Can you say something about the comparative cost 
_ of that operation and the bus that takes it all the way? 


Mr. GORDON: Our own figures at the moment are not far enough ad- 
vanced for me to be previse. It has only been in force for a matter of two or 
three months. We have not had a long enough period to get precise figures. 
We have great difficulty in getting the cost figures of our trucking com- 
petitors. There is no published record we can go by and when we go to our 
competitors they are not very free about giving us figures. We are much 
- handicapped. They know pretty well what our costs are, but we do not know 
theirs. 


Mr. MACDONNELL: Would you have difficulty in getting those cars to the 
proper ramp where you can unload them? 


Mr. GorRDON: We have had to build special ramps for them. If you were 
in Montreal I could show you a special ramp where these trailers come in. 
The tractor pulls the trailer and backs into the ramp and pushes the trailer 
up the ramp on to the flat car and when it is on the flat car we have especially 

_ designed devices whereby the trailer is anchored on the flat car. If you turn 

to page 20 of the Annual Report you will see a picture. It serves as one more 
demonstration of why it is necessary to have pictures in an annual report. 
There is a good example of the actual operation. Here is the trailer. The 
tractor has backed it up the ramp on to the flat car. Now, the locomotive comes 
in from this direction and couples up and away it goes. At the other end that - 
car is spotted in position, and the trailer delivered to the actual warehouse of 
the person receiving the shipment. 

Mr. FULTON: Then the next question. I would to ask you a “question about 

_ the signal track equipment program, paragraph 15, where you outline the 
program in the west, “for providing automatic iilpek signals on the 512 
miles of main line from Jasper to Port Mann, the operating terminal for 
Vancouver. Installation was well advanced on the 26 miles between Ashcroft 
- and Spence’s Bridge and brought to completion in February, 1953, at which 
time there was a total of 185 miles of automatic signals in service in this 
mountain territory.” I know that will be a matter of great satisfaction to the 
operating men there. Do you have information as to what is the next stretch 
of line you are going to work on? 


Mr. Gorpon: I think I should say this as a general comment of our 
signalling program, that I am personally very dissatisfied with it, that in the 
distant past it was done pretty much on a hit or miss basis and we have not 
yet developed a system-wide program to the extent that I think should be 
developed. Instructions are now issued, and the operations department and 

- the research department of our company are collaborating on a system-wide 
study to ensure that we do get a long range program, picking out the most 
advantageous places to proceed with the signalling operation and to mesh 
it in-with our present system. I would say, as a generalization, that on the © 
C.N.R. system we are below standard in signalling equipment. We are below 
the standard of the Canadian Pacific, and we are below the standard of 
Class I railways. That is a matter we have definitely to catch up on and, 
-as I say, I have given instructions to prepare a program to that effect. One 
of the reasons for slowness has been that over recent years it has been most 
difficult to get enough equipment. It is highly specialized equipment and has 
not become available. Another reason in regard to this program is that we 
are making careful investigation of the qualities of signalling equipment from 
- the United Kingdom. There has been a tendency to concentrate more or less 
- on United States signalling ei eee 8 which is highly satisfactory, but we 
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want to investigate the possibility of the. British made equipment to make 
sure that we are giving them an equal opportunity in this market. But that, 
again, raises a lot of technical problems because of the interchangeability of 
parts of the sigalling system, and if we were to go into British types of signalling 
equipment, I think we would have to take selected areas and standardize on 
that. It all calls for a very careful technical study and, as I said, that is in 
hand and I will have a more complete explanation for you next year. 

Mr. FULTON: I remember we had an annual discussion on this and at one 
time I was very interested in your experiments on the slide detector fences 
in the mountains, and I think you indicated pretty clearly that you decided, | 
as a result of your tests, that that was not the answer and that you were > 
' going to try to provide the answer to safety requirements in the mountain 
territory by the installation of an automatic block signal system throughout 
that territory, and I understood that your program, at least with~ respect 
to the mountain territory, roughly, from Jasper to Port Mann, referred to here, 
that you were working eventually towards the installation of a block signal 
system in the whole of that territory. Is that correct? 

Mr. DINGLE: I can give those figures, Mr. Gordon. | 

Mr. FuLTon: Just so I am getting the answer to this on the record— 
last year, I think it was, as a result of the discussion, although, as you told 
us now, your whole program for the country is under review, you had pretty 
well decided in favour of the installation of a block signal system throughout 
the mountain territories, roughly, from Jasper to Port ‘Mann. That edn 
is not going to be disturbed now? 

~ Mr. Gorpon: No, the program laid out for the Rocky Mountains, and 
which is scheduled now, is as follows: In 1952, from Ashcroft to Spence’s 
Bridge, a distance of 25.0 miles, an estimated cost of $220,000; in 1953, Kam- 
loops Junction: to Ashcroft, a distance of 48.9 miles, at an estimated cost of 
$440,000; in 1954, Jackman to Blue River, a distance of 65.8 miles, at an 
estimated cost of $608,000; in 1955, Blue River to Birch Island, a distance of 
61.6 miles, at an estimated cost of $585,000; in 1956, Birch Island to Kam- 
loops Junction, a distance of 77.8 miles, at an estimated cost of $760,000; in 
1957, Hope to Port Mann, a distance of 74.4 miles, at an estimated cost of 
$750,000—for a total program of 353:5 miles at a gross estimated cost of 
$3,363,000. That is the program which is now in hand, and I would say to 
you that when we have done this short job that program may be amended, 
but if it is amended it will be enlarged and not reduced. 

Mr. FuLton: From what you have said, it is apparent that it is a very 
expensive program. 

Mr. Gorpon: It is indeed. 

Mr. FuLTON: Do I take it you are still dissatisfied with the slide detector 
fences? Is not the answer to that subject to modifications as a result of the 
investigations referred to in connection with slide detector fences, and that the 
automatic block signal system does give the best answer to the requirements 
of safety in mountain territory? 

Mr. Gorpon: That is our opinion, but Mr. Dingle better speak to it; it is a 
technical matter. ! es 

Mr. DINGLE: It is our experience, Mr. Fulton, that these fences are not the 
answer to our problem. As an example of our difficulties with this type of 
protection I would like to give you certain figures. In 1951: No. of times signal 
at stop, 145; No. of times rock on track, 5; No. of days fence out of service, 92. 
That is on an experimental section of fencing located between mileage 93.7 and 
94.0 on the Ashcroft subdivision. 


Mr. Fuuton: Is that slide detector fence? 
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Mr. DINGLE: Yes. Now, in 1952 on the same section: No. of times signal 
at stop, 35; No. of times rock on track, 3; No. of days fence out of service, 136. 
A short section of 200 feet was installed at mileage 55:6 of the Albreda Sub+ 
division, and here are the operating results for 1952 in connection with that: 


‘No. of times signal at stop, 3; No. of times rock on track, 3; No. of days fence 


out of service, nil. 

Another short section of 200 feet was installed at mileage 7.3 on the Yale 
Subdivision, and here are the 1952 results: No. of times signal at stop, 15; No. 
of times rock on track, 3; and the No. of days fence out of service, 3. 

Our main difficulty is in the maintenance of the fence. Quite often 
fence is thrown by rocks coming down, but they land in ditch rather than on 
the track, thus giving a false signal. Therefore, while there is no blockage 
of the track, the enginemen get a false signal, and this creates, in time careless- 
ness or uncertainty on part of men in that they do not know when there is a 
true or false signal. 


Mr. GorDON: In regard to that, Mr. Fulton, it is just like the old story of 
crying ‘wolf’. When the rocks come down that are not big enough to have 
any effect on the passage of trains, or bounce over the track and into the ditches, 


nevertheless they set off signal and the train engineers come to a stop, get 


out and find that there is no blockage, and the next time that signal goes on 
they may think it is only another of those things. We think it better not to 
depend on them and to concentrate our money expenditure on the larger 


program of the automatic block signals. 


Mr. FULTON: Do you remember that the Board of Transport Commissioners 
delivered itself of an opinion on this matter as a result of a survey made on 
one occasion? Have you since submitted your program to them, and are they 
satisfied with the program which you have outlined? 

Mr. Gordon: Our program? 


Mr. Futon: I mean the program of the installation in connection with 
the block signal system. 


Mr. Gorpon: Will you answer the question, Mr. Dingle. I am not familiar 
with it. 


Mr. DINGLE: My answer to your question, Mr. Fulton, would be yes. The 


ee program has been approved, and as each section is completed, the installation 


is passed by the Board of Transport Commissioners. You will understand that 


this program takes in the whole mileage on the main line between Jasper and 
Port Mann. 


Mr. Futton: Have they expressed any opinion as to the speed with which 
you are carrying out the program? 


Mr. DINGLE: They have made no particular comment. 
Mr. FULTON: If they were not satisfied with it, they would say no? 
Mr. DINGLE: I would expect that to be the case. 


Mr. CHURCHILL: Can you tell us what prejudices the use of radio com- 
munication with respect to trains? Has it been tried and rejected? 


Mr. GorDOoNn: I have a statement on that here. Perhaps you had better 
deal with it, Mr. Dingle. 


Mr. Dingle: 


Test at Longue Pointe—Montreal 


A test of radio in yard service was carried out in Longue Pointe 
yard from the fall of 1945 to the spring of 1947—a period of some fifteen 
months. This test was carried out primarily to determine whether radio 
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was technically feasible, what problems might be met with in the 
installation and whether this type of communication was of material 
benefit in yard operation. 

Longue Pointe yard consisted at that time of 11-56 miles of main line 
and 62:02 miles of sidings, making a total of 73°58 miles. 

During this test it. was clearly demonstrated that by the use of 
radio communication many moves could be speeded up, time could be 
saved in many cases and better service could be rendered to the 
4ndustries in the area. Customer goodwill was increased and the yar 
crews themselves found many advantages which helped them in their 
own moves. 

A controlled test was conducted by the Department of Research and 
Development during the latter part of 1946, and as a result of, their 
investigation it appeared that a sufficient return on the investment was 
not apparent to justify the installation. Accordingly, early in 1947, 
the radio equipment was entirely removed and returned to the manu- 
facturers, Canadian Marconi Company, who furnished all equipment 

' and maintenance during the entire test. The railway installed the 
equipment and maintained the generators, batteries and other auxiliaries. 


Present Plans 


Plans are now under way for a full-scale test of the use of radio 
in Turcot yard in conjunction with ome of the manufacturers of this 
equipment, and it is expected that conclusive results will be reached 
by the fall of 1953. If considered warranted, tests may be made later 
in the year on head-end to rear-end communication on main line freight 
trains. 

A limited application of radio whereby it will be used to facilitate 
the checking of cars at Turcot yard is expected to be made this year. 


General 


There is very great doubt whether radio in its present stage of 
development would give results sufficiently reliable and consistent to 
warrant its use in mountain territory. This is confirmed by the National 
Research Council and by various manufacturers of radio equipment. It 
is still felt that the established practice of using written orders is safer. 


Mr. Gorpon: As you see, it is still in the experimental stage, and we are 
making experiments to establish in one way or another the particular places 
where its installation would be beneficial. 


Mr. CHURCHILL: I was thinking more of the general running of trains than 
of its use in marshalling yards. It is in the general running of trains where 
you run into trouble. 


Mr. Gorpon: It has not advanced to the point yet where reliability in 
operation would enable us really to change over. But as you say, we are 
watching that very closely. There are certain points in Canada that-we know 
right now are unsafe, particularly in the mountain areas. 

Another factor which is raised is that we have not sorted out yet just where 
we stand in respect to labour implications in using the device. I might say 
that in the United States it came out that the installation of a radiotelephone 
raised the question of an extra day’s pay for the engineer for answering the 
phone. 

Mr. MAcDONNELL: You spoke of purchases in Britain. Have you had 
delivery conditions that satisfied you? 
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Mr. GORDON: We have had difficulty with deliveries. Some cases were all 


_ right but we have had some very extraordinary difficulties in. particular cases. 


I might say, although I am sorry to have to do so, that my experience has been 
disheartening. We have talked to our British friends again and again about it. 
In some cases deliveries are excellent, but the percentage of difficulties we have 


are rather, as I say, disheartening. 


The CHAIRMAN: Carried. Shall we now turn to “Other Research’’? 

Mr. FRASER: May I ask a couple of questions? On page 15 in regard to 
these six new lightweight electric cars. Are they used for commuting service? 

Mr. Gorpon: Are you talking about item 12? 

Mr. FRASER: Yes. 

Mr. Gordon: We only operate them through the Mount Royal tunnel. 

Mr. FRASER: I noticed that, but are they used for commuting? ; 

Mr. GorpDon:It is a streetcar service really; it is an electric car running 
on the railway through the tunnel. But it is to all intents and purposes a 
streetcar service. 

Mr. FRASER: In item 10 you say: 


In addition, wherever practicable, specifications call for single 
instead of double vestibule cars, . 


Mr. GORDON: Yes. 
Mr. FRASER: In connection with those cars, what do you do for safety? 
The vestibule at the end of the car has a certain amount of safety element. 


Mr. GorDON: This is a design of car which has been brought out by the 
manufacturers and has been used quite successfully in the United States. It is 
a more or less new idea in Canada, but the safety factors have been examined 
by the Board of Transport Commissioners and we have their approval. 


Mr. FRASER: What do you do with your washroom? Do you put them 


~ at the end? 


Mr. GORDON: We use the extra space for seating, as I mentioned in the 
report. . 


Mr. FRASER: I noticed that, but I thought that was in the car itself? 
Mr. GORDON: There is one instead of two vestibules for the passengers, 


i but we have examined it and found that it does not cause much trouble. 


The CHAIRMAN: Pages 14 and 15? 

Carried. 

We now have “Other Research”, on page 18? 

Carried. 

“Condition of the Property’’? 

Carried. . 

“Terminal Facilities’? 

Carried. . ; 

Mr. McLure: Under “Conditions of Property’, item No. 26, you have 


_ placed a lot of orders for cars, and about half of them have been placed in 
_ the United States. 


Mr. GorDON: Roughly speaking, that is about right for new passenger 


equipment. I will tell you what we did with our passenger equipment. We 


: 
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called for competitive tenders from Canadian manufacturers and from United 
States manufacturers. On the basis of bids received we found that we could 
get much better prices from the United States manufacturers in regard to 


_ the more complicated type of equipment, dining cars, and specialized cars 


of that type. 


a 
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But in regard to the ordinary straight line coaches, they were practically 

all placed with Canadian manufacturers which put them in a preferred 
position to get a straight production run, which gave them the best al be the 
order in that respect. 

You must remember that there have been no passenger cars built in 
Canada by Canadian manufacturers for a number of years; and it was much 
better economy for them to get the coach end of the order. They have expressed 
their complete satisfaction with our division of the business on that basis. 

Mr. GEORGE: What are they doing in the Moncton shops? Are they repair- 
ing rolling stock there, or do you intend to build a certain type of rolling 
stock? 

Mr. GORDON: We only convert certain types and carry on repairs. We have 
no place where we build completely all our own rolling stock. 

Mr. GrorGE: Has that been considered? 

Mr. Gorpon: As a matter of fact in connection with the very matter which 
Mr. McLure spoke about, when we decided that we had to pick up a time 
lag in respect to our passenger equipment and realized that we had a very 
large order of passenger equipment ahead of us which would run into $50 
to $60 million, we gave careful consideration to the wisdom of extending our 
own shops in order to build that equipment. But we came to the conclusion 
that the wise policy was to use the facilities of existing manufacturers and 
not to become dependent entirely upon our own facilities because if we did 
not place that order, it would have meant that there were no passenger car 
_ builders left in Canada. 

That policy I understand is not the same policy that is followed by the 
Canadian Pacific Railway. Nevertheless it is our considered opinion that we 
are better advised to have.Canadian manufacturers who are able to build 
passenger cars. 

Mr. FRASER: In regard to item 27, on the road between here and Toratito) 
have you welded much of that line? | 

Mr. DINGLE: Yes. We have welded and built up the joints. 

Mr. Gorpdon: That is a continuing program. 

Mr. FRASER: When do you expect to get it finished between here and 
Toronto? 

Mr. DINGLE: Well, we are continually changing the rail. 

Mr. FRASER: I know you are. 

Mr. DINGLE: It is a continuing program. I could not tell you when it 
will be finished. 


The CHAIRMAN: Carried. 

Mr. FRASER: I take it they are at it all the time, levelling it off and weld- 
ing it? 

Mr. DINGLE: Yes. 

Mr. THomas: According to an answer given to a question there are 425 
_ units—passenger car units—to be built in Canada at the cost. of $32,700,000. 
I wonder if we can get a breakdown of the different types of cars. 


The CHAIRMAN: Would you be content to have that in the morning? 

Mr. Gorpdon: I want to make this reservation. I do not think we should 
be asked to give the car unit prices. 

Mr. THomas: No, the types of cars. 

Mr. GorDON: We will get that in the morning. ~ 

The CHAIRMAN: Terminal facilities carried? 

Carried. 


~ 
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The CHAIRMAN: Coastal steamship. services carried? 
Carried. 


The CHAIRMAN: Participation in economic development. 


Mr. GILuis: Just a minute. Mr. Gordon I notice you give a comprehensive 
survey of your participation in the economic development. There is one you 
missed. What is your program for the Canso bridge? 


Mr. Gorpon: The Canso crossing? 

Mr: Gris: That:is, right. 

Mr. Gorpon: I cannot understand what you mean by program. We are 
well up in the planning for taking care of the project, and we will be working 
to synchronize with the building of the crossing. We will be ready to give a 
service just as fast as the causeway is built. Part of the survey is completed 
and most of the physical work as far as it can be wisely proceeded with at 
this time is up to date. . ) 

Mr. GILLIis: I wish you had included it in the report. 

Mr. Gorpon: I thought I had. 

Mr. GILLIS: It is a big economic development. 

-Mr. Gorpon: We mentioned it last year, but we did not put it in this year 
because we thought the report was long enough. 

The CHAIRMAN: New branch lines. 

Mr. BROWNE: How much do you estimate it will cost for the Lynn Lake line. 

Mr. Gorpon: The estimated cost is shown in the Act as $14,725,000 plus 
15 per cent. We have not the final figures at the present time, but it will cost 
us something over $17 million. 


Mr. MACDONNELL: 15 per cent? 
Mr. GORDON: That was the margin given in the final authorization of the 


Mr. BROWNE: Terrace to Kitimat. 
Mr. Gorpon: The total estimated cost is about $114 to $12 million. 
Mr. BROwNE: It is much cheaper, is it? 


Mr. GorDoN: It is cheaper per mile, yes. No, I am sorry, it is more 
expensive, but the distance is shorter. 


Mr, BROWNE: It is much dearer. $200,000 a mile. 
r Mr. Gorpon: That is right. 46 miles in this and Lynn pees is 155. 

Mr. BROWNE: It is more rugged territory. 

Mr. GorDON: Yes, and there is a very difficult crossing over the Skeena 
River. 

Mr. MACDONNELL: You spoke about a 15 per cent cushion in connection 
with Lynn Lake. Does that mean there has been a 15 per cent increase in the 


cost since that time? 


Mr. GORDON: No, it was only that we found it very difficult to make a 
practical estimate of the cost of the line because of the unknown qualities in the 
territories through which we went, so in estimating the cost we took a guess 
at it. As it turned out the total estimated cost comes close to $17 million. 
| Hon. Mr. CHEVRIER: There is provision in the Act which includes a cushion 
of 15 per cent and it allows the Canadian National Railway to go beyond the 


amount approved by 15 per cent. 


The CHAIRMAN: The St. Lawrence seaway project carried? 
Carried. 
The CHAIRMAN: Highway competition. 
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Mr. McLure: What do you mean by highway competition. 
The CHAIRMAN: Carried? 


Mr. MACDONNELL: Mr. Choe an maybe there are some things that one 
does not discuss but highway competition seems so important. Is it your 
judgment we should not discuss it? I have not a particular question but I 
wonder if Mr. Gordon would make a few general observations. He has already 
made some about the difficulties of highway competition which takes the more 
lucrative kinds of freight, and even if there is nothing to say it seems to me 
to be one of the great problems facing the railways. 


The CHAIRMAN: The new type of flatcar shows they are quite wide awake 
to truck competition. 


Mr. Gorpdon: There is no doubt about the importance of the question of 
highway competition and its difficulties in relation to railway business. It 
is a major subject and we could write a treatise on it. It is a fact that truck 
competition is breaking down the historic pattern of railway rates and we have 
been forced to lower rates ourselves. 

We have been forced to lower our rates on high value commodities with 
the inevitable result that the rates on low value commodities must be raised 
if we are going to survive. I do not suggest it would be economically wise 
to restrict the operation of trucks but there should be a general appreciation 
of the ultimate impact of truck competition on the general economy of this 
country. But, our position has always been that we do not fear truck compe- 
tition so long as it is subjected to the same type of controls as we are and have 
to meet the same kind of conditions. The effect of competition is a very. 
big question and something that Iam quite sure will be open for discussion 
before the Board of Transport Commissioners in the equalization of rates. 

The CHAIRMAN: Employee relations. 


Mr. FULTON: Mr. Chairman, I would like to ask a question here. The 
‘opening paragraph, number 15, is a masterpiece of understatement. 

Mr. Gordon: I thought you would have noticed that before in me. 

Mr. FULTON: Sometimes when you are not being pressed. 


In connection with paragraph 16 may I ask whether you had any tabi 
representatives on this survey that you say you made? > 


Mr. Gorpon: Not labour representatives, but we intend in due course if 
we get on with this to ask for and try to encourage discussions on both sides. 
I jotted down one or two notes in thinking of what I referred to as ‘‘a condition 
of recurring crises’. What we are trying to do here is to have a long and 
hard look at the situation as it has developed over the years to make perfectly 
certain we have nothing on our conscience to see if the position has not 
changed; to see if we can foster a feeling of mutual trust in the other man’s 
motives and develop what may be called a code of ethics and fair play in day 
to day relations. I think both sides might very well sit down and try to find 
common ground as to what might be called criteria for wage agreements— 
what I might call “(Queensbury rules”—which would be a framewok for nego- 
tiations, rather than leave it always to the crisis period to enter into these 
discussions. It may be that a dispassionate survey might show management 
may need some orientation to recognize that unions are both necessary and 
desirable as an inter communication link between employer and employee, 
and it may be labour leaders should take stock of their position. By and 
large what I am trying to say is that with the lessons of the last two or three 
years, which have been years of acute difficulty with wage matters, that we 
take stock of our position and try to arrive at a situation where we can work 
out a means with labour leaders of discussing our problems and arriving at 
what might be called criteria that will help at a time of wage adjustment 
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to avoid getting into an impasse. It is an ambitious program. Whether I can 
get anywhere with it I do not know. But it will not be for lack of trying 
and I have an idea our more enlightened labour leaders are in the frame of 
mind that.they would welcome an opportunity to sit down with management 
and have discussions of that kind. . 


Mr. Futton: I wanted to ask one other at cea on page 19. _ 

The CHAIRMAN: Shall we adjourn until tomorrow morning? 

Mr. MACDONNELL: I thought Wednesday morning was sacrosanct. 

Hon. Mr. CHEVRIER: It is on votes and proceedings. 

The CHAIRMAN: The T.C.A. has expressed a very firm wish that we should 


take them on on Thursday. Now, I think we can do so. If we sit tomorrow 


morning and afternoon, and without sitting tomorrown night, we can clear 
up the C.N. report and the budget items, and then have the T.C.A. with us 
on Thursday! 


Hon. Mr. CHEVRIER: Could we not complete the report tonight? 


The CHAIRMAN: We are on the last paragraph of the report. If members 
think it wont’ rush you too much we could meet and finish tomorrow afternoon? 


Mr. MAcDONNELL: I do not know anyone who would agree with me, but I 
would rather sit tonight than an hour tomorrow morning. 


Mr.. FRASER: That is the way I look at it, Mr. Chairman. 

The CHAIRMAN: What about you, Mr. Gordon? 

Mr. Gorpon: I can take it. 

The CHAIRMAN: Then we will meet at 8.30 tonight. 

Mr. FULTON: There is one short question, Mr. Chairman. Mr. Gordon, 


it is a serious matter, and in fairness, so that nobody will misunderstand you, 
I thought there might be one phrase which might be misinterpreted, and that 


was when you referred to management’s attitude and thinking on the subject. 


I wonder if you would like to make it clear that your remarks were confined 


cial ian 


or based exclusively on your own field, because otherwise I think somebody 
might take it that Mr. Gordon is taking a knock at management generally. 

Mr. Gorpon: Thank you very much. My intention was only to refer to 
the attitude of the Canadian National Raiways management towards this 
question. 

Mr. Futon: I thought so. In paragraph 19 you refer to the difficulties 
you are having in obtaining experienced staff with a broad background of 
experience eligible for promotion to senior positions. What I am going to 
ask you, have you any reason to believe that you should perhaps take another | 
look at your own hard and fast retirement age? I understand in your company, 
as in many others, and I am not singling you out, that there is a hard and fast 
ruling of retirement at 65? 

Mr. Gorpon: That is right. 


Mr. Futton: Is there anything there which makes you think you should 
perhaps take a look at it again? 

Mr. Gorpon: We have certainly thought about it. It is a very difficult 
problem and it sets up ripples in unexpected quarters. My general under- 
standing is that labour feels that the retirement age should be strictly imposed 
because obviously, from their point of view—I do not speak critically in this 
respect—they feel that if we extend the service of people after the age of 65, 
it does not give the younger men the kind of opportunity to reach the top 
that they would otherwise have. 

The problem of the retiring age is one of the largest economic problems 
on our North American continent. It is one which affects very materially 
the cost of pension funds and it is one which must be approached very 
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cautiously from that point of view. I do believe myself, and I am expressing 


this view personally that there are some cases Where perhaps we ought to be 
more lenient in respect to the retiring age. But it would require an amendment 
to the pension fund rules, and it would have to be considered in the light of a 
great many points of view. A man at 40 has a very different point of view 
about retiring age from a man at 65 or even 64. Moreover, there is a staff 
morale question involved in it, and also there is the physical problem. It is 
unfortunate that there has to be a hard and fast rule in that respect. Many 
men at age 65 are very young and have young ideas. On the other hand, 
there are men at age 65 who are very old and are all through. 

The CHAIRMAN: Shall the report carry? 

Carried. 

We shall adjourn now until 8.30 o’clock. 


_ EVENING SESSION 


The committee resumed at 8:30 p.m. 


The CHAIRMAN: Gentlemen, we have a quorum. As you know, the House 
is adjourned. I do not think it would be in disrespect for us to carry on with 


our work, since we are not so formal as the House of Commons, but I would » 


like an expression of opinion from the committee—if there is any objection. - 
Mr. McCuttocu: I think we should have one minute’s silence. 


The CHAIRMAN: One minute’s silence, gentlemen. 

Agreed. : 

(At this point the committee stood in reverent silence for one minute in 
respect to the late Queen Mary.) 

Mr. MAcDONNELL: On a question of privilege. I hope this is the last request 
I shall have to make. I wish to read a telegram to the committee which I have 
received, and which is signed by J. E. Woods, who is president of the Monarch 
Life Insurance Company in Winnipeg, and chairman of the Canadian Com- 


mittee, I think you call it, of the Hudson’s Bay Company. The telegram is © 


addressed to myself: 


Winnipeg, Manitoba, 
March 24, 5.36 p.m., 1953. 


J. M. Macdonnell M.P. 
House of Commons Ottawa Ont. 


Pitt authorized me on Sunday the twenty second to send corre- 
spondence to you for use before parliamentary committee stop After 
having talked to President Gordon today Pitt now states that he did not 
authorize correspondence to be read to committee but wanted you to 
have same so as to disclose all the facts. 


J. E. Woods 


The CHAIRMAN: Thank you, Mr. Macdonnell. MA Tes 

Mr. FULTON: This, Mr. Chairman, of course raises a very serious question 
of privilege which I regret I think I have to bring before the committee, and 
it is this. Ever since last night, and certainly since this morning, the opening 
of our proceedings this morning, the committee had before it—I think a final 
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decision was taken on it—a motion to call Mr. Pitt as a witness. In other words, 
all during the time of that discussion this committee was considering whether 
or not it would call Mr. Pitt-to appear before it, and to answer any questions 
that he might be called upon to answer. Mr. Macdonnell has indicated pretty 
clearly the accuracy of his statements and the foundation upon which they were 
made in such a way that his position is no longer open to question, but I want 
to point out to you on the question of privilege, which affects the rights not 
only of every member of this committee but of the committee itself, the fact 
that during the time when we had before us and under consideration a motion 
that Mr. Pitt should be called as a witness, another witness before this com- 
mittee, the president of the Canadian National Railways, was twice in 
communication with Mr. Pitt and discussing with him the propriety, or other- 
wise, of his appearing before us as a witness. 

Mr. BENIDICKSON: Do you think that is improper? 

Hon. Mr. CHEVRIER: Why shouldn’t he? 


Mr: Gorpon: That is not true. I never at any time discussed with Mr. Pitt 


the propriety of his appearing as a witness. I asked him two questions only, 


and he answered them. | 
Mr. Futton: I must ask you to maintain order in this committee, Mr. 
Chairman. I am raising this as a very. serious question of privilege. 


Hon. Mr. CHEVRIER: You are raising it as a political question. 


The CHAIRMAN: I do not consider that you have indicated any question of 
privilege. I think that Mr. Macdonnell definitely was quite proper in his 
question of privilege but I fail to see any question of privilege at all in the 
remarks you have made, Mr. Fulton. 

Mr. FuLTon: May I outline my question of privilege to you. It is this: 
I do not know how I could state it more clearly: This committee itself was 
considering whether or not it would call Mr. Pitt as a witness. Now, sir, if you 
as chairman of this committee had seen fit to communicate with Mr. Pitt, 


I would have had no objection of course. But I would point out to you that 


with your consent—because you permitted Mr. Gordon to make a statement, 
yes, two statements which he did make,—at no time did you take any objection, 
so it was with your consent that Mr. Gordon communicated to the committee 
the substance of a telephone conversation which he had had with Mr. Pitt, which 
conversation, as reported by Mr. Gordon, indicated in the view of Mr. Gordon 
at any rate a view which was acceptable to some of the members of the com- 
mittee, that Mr. Pitt should not be called, and that it would be improper and 
unwise to call Mr. Pitt. 
-Hon. Mr. CHEVRIER: I rise toa point of order. 

Mr. Futton: I do not think you can rise to a point of order in a question 
of privilege. 

Hon. Mr. CHEvRIER: This is entirely out of order. Have I the floor? 

Mr. FuLToN: The minister is not entitled to raise a point of order in the 
course of a question of privilege. 

The CHAIRMAN: I have already indicated that I have not heard anything 
from your lips, Mr. Fulton, from the time you got up until the present moment 
which I consider to be a question of privilege. I so indicated it when I allowed 
you to continue. I hope that you will state your question of privilege briefly. 
But you have not done so. I have no option, if you continue this way, but to 
rule that you are entirely out of order. If you think you have a question of 
privilege, would you please be good enough to state it. . 

Mr. Fuuton: I certainly thought that I had indicated that the matter was 
one of substance and of privilege, an important question of privilege. But 
perhaps I can state it in language which will make it more obvious. 
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Mr. BENIDICKSON: The privilege is what you are getting from the com- 
mittee. : 


Mr. FULTON: I will state it in a form which I think will bring it clearly 
before the committee. I think the point goes to the question of the right of 
a member who ciaims the introduction of certain evidence in justification of 
what he said. 


‘The CHAIRMAN: No, no. 
Mr. FuLtTon: That is a question of privilege. 


The CHAIRMAN: Just a minute, please. I have been a member of this 
House for some 18 years and I have heard many questions of personal privilege 
raised in the House. They are usually directed to two points, one, a member 
has been misquoted in the press or something of that nature; and the member 
wishes to put himself right with the public in that regard. The other is that 
some member feels that one of his privileges as a Member of the House has 
been encroached upon. I have not heard out of your lips tonight a question of 
privilege. If you have one, please state it, but state it briefly. 


Mr. FuLtTon: That was not your opinion when you said you had not heard 

a word of privilege. My question of privilege is very definite. It is that my 
rights as a member of this committee have been encroached upon by the 
conduct, or by the course of action taken this afternoon with your consent as 
chairman. I am bringing it up at this time because Mr. Macdonnell, another 
member of the committee, has placed before the committee information indicat- 
ing clearly— 

The CHAIRMAN: But that is his privilege, not yours. 


Mr. FuLToNn: No, because the result of the course of action followed this 
afternoon has been that I, a member of the committee, was influenced in my 
decision as to whether or not this witness should be called, by the statement of 
another witness reporting a conversation with the witness. But at that time 
we were considering whether or not we should call a witness. That is my 
question of privilege. 

Mr. Mutcu: How silly can you get? 


Mr. FULTON: I can not get quite as silly as my hon. friend who has just 
interrupted. My question of privilege is this. The committee was placed in 
such a position this afternoon, and I, as a member of the committee was placed 
in such a position at the very time when I, with my colleagues, was considering 
the question of whether or not we should call Mr. Pitt. I was informed by 
another witness who had been in communication with the witness, the propriety 
of whose calling this committee was then considering. Therefore, was influenced 
by a statement coming from the witness, Mr. Gordon, which statement at that 
time there was no opportunity of controverting. The statement of Mr. Gordon, 
or the implications of that statement have certainly been controverted by the 
statement just made by Mr. Macdonnell. 


The CHAIRMAN: I do not think so. 


Mr. FULTON: I repeat that the implications on which in part this committee 
based its judgment have been controverted by the statement made by Mr. 
Macdonnell. I summarize my question of privilege by saying that it is entirely 
improper for this committee to be bound by that decision this afternoon and 
entirely improper for this committee to allow its proceedings to be run by a 
statement made by another witness with respect to the propriety of calling 
a witness who alone is able to give us the facts. 


Hon. Mr. CHEvrIER: Mr. Chairman, if I may be allowed, I am glad that this 
telegram has been put on the record. 


Mr..GEorGE: I wonder if the minister would read that telegram. 
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Hon. Mr. CHEvRIER: Yes, I will do so in a moment. Now I commend my 
friend ‘Mr. Macdonnell. It confirms the judgment I have of him. It is a high’ 
opinion and I am very happy that he has seen fit to put this telegram on 
_ the record. I was trying for at least two sessions to find out from him the 
name of his informant. Well, now we know who it is and perhaps I can read 
the telegram which already has been read by Mr. Macdonnell. It is addressed 
to him and it says this: 


Winnipeg, Manitoba 
March 24, 1953, 5.36 p.m. 


J. M. Macdonnell, M.P. 
House of Commons, Ottawa, Ont. 


Pitt authorized me on Sunday the twenty second to send corre- 

spondence. to you for use before parliamentary committee stop. After 

~ having talked to President Gordon today Pitt now states that he did not 

authorize correspondence to be read to committee but wanted you to 
have same so as to disclose all the facts. 


J. E. Woods 


That telegram confirms every word that Mr. Gordon has said here and 
the only point at issue is that Mr. Fulton is decidedly displeased and angry at 
the manner in which this thing has turned out. In other words, he is displeased 
at the attitude of his own colleagues. There is no doubt about that in my mind. 

Mr. FULTON: Not in the slightest. 

Hon. Mr. CHEVRIER: Because he is bringing it back and going over the 
whole thing when it has already been thrashed out. If there was a question of 
privilege to be raised, it seems to me that the time to raise it was when my 
_friend stated that the witness did something which was unparliamentary. JI 
say here with all deference to my friend that surely the president of the 
Canadian National Railways has the right to communicate with his employees, 
and has the right to communicate with the members of his staff as he did, 
to inquire what the position was, and he has. And the telegram which was 
read simply confirms that. I do not see that there is any question of privilege 
at all. 

Mr. MacpoNnNELL: It does seem to me that it is fair, as Mr. Fulton has said, 
that what has happened really means that one of the witnesses here, namely 
Mr. Gordon, to a very considerable extent has been leading this committee 
around by the nose today, and I am satisfied that it is perfectly clear from this 
telegram which I read that the talk which Mr. Gordon had with Mr. Pitt did, 
as I suggested earlier in the day, have a very considerable effect on his mind. 
And I do think that Mr. Fulton is warranted in saying that if that is the 
situation, knowing that this committee is deliberating whether a certain man. 
should be brought here to give evidence—may I say a force majeure—Mr. 
Gordon will not think I am using it in any derogatory sense—however, at any 
rate a very strong force was brought to bear on him at a time that this 
committee was going to consider whether they should bring him or not, and 
of course that fact; as Mr. Gordon reported to us this afternoon, very naturally 
had a very considerable affect on the attitude of the committee. So for that 
reason it seems to me that Mr. Fulton was fully justified in taking the position 
that he did take. : - 

Mr. Dickson: Who is trying to lead Mr. Woods around by the nose? 


. The CHAIRMAN: Mr. Fulton has indicated to the committee that the witness, 
- Mr. Donald Gordon, did influence his vote this afternoon. 
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Mr. FULTON: No, I did not. 


The CHAIRMAN: I heard you say that. It is very difficult for me to: ‘believe 


such a statement. Mr. Fulton voted in favour of the motion. 

Mr. Fuuton: I said it influenced the committee in its decision. 

The CHAIRMAN: Well, the record will speak and I suggest that you read 
the record. I certainly heard you say it influenced your vote. You voted in 
favour of the motion. 

Mr. Fuuton: I intended to say that it influenced the vote of the committee. 

The CHAIRMAN: And that it did not influence your vote? So there is no 
question of privilege involved so far as Mr. Fulton is seal uot) 


Mr. McCuttocH: Let us carry on. 

Mr. PouLiotT: Well said! 

The CHAIRMAN: “Income and Capital Budget, 193”. 

Mr. McLure: Have we finished “Employee Relations’? There is one 
question I have on No. 18. This is on page 24. 

The CHAIRMAN: The report was carried. Will you ask your question on the 
budget? You will have an opportunity to ask it on the budget. 

Mr. McLwre: It is only a short question and I would like to mention it. 
We are in the unfortunate position that we lost all our railway shop employees. 
There was consideration given as to whether we could get apprentices to learn 
the trade in Moncton and there was a quoto adopted of 4 per annum. Then 
that was disrupted on account of war conditions, but we got two last year—no 
three years ago—and they have been very very successful.and I would like to 
know if the president can look into this matter to see if we can get an oppor- 
tunity—the island division of the railway can get an opportunity—to train a 
few apprentices. 

The CHAIRMAN: I believe Mr. Gordon understands the question and he 
will give the answer later. 

Mr. Gorpon: If I understand your question it has to do with the rate at 
which apprentices are trained. Now I want to tell you in a general way that 
a matter of that kind again is covered by the labour wage agreement. The 
“Management has no discretion in regard to the rate at which apprentices are 
allowed because this matter has been worked out as part of an agreement with 
the individual trades. You will correct me if I am wrong Mr. Dingle. 


In other words we have not got discretion to either decrease or increase the 


number of apprentices under the circumstances you mention. We have agree- 
ments worked out as part of our labour negotiations and all these matters, as 
I say, have been built up over the years by representation from union members 
and agreed to by management, and they form part of our working agreement 
now, and we have no discretion except to carry out the agreement entered into. 

The CHAIRMAN: Now. if you will turn to the budget. 

Mr. MACDONNELL: Just one second. This is employee relation. Mr. baat 
you have spoken about cooperation with labour and I want to ask this question. 
Labour has now very skilled economists working in its own right and the 
question I want to ask is whether in your study and appreciation of economic 
conditions and of the position of the whole railway industry it is part of your 
co-operation with labour to have these labour economists discuss and assess 
from their point of view and from the point of view of the whole industry the 
position of the industry and what are the opportunities and dangers that 
confront it. | 

Mr. Gorpon: Are you referring Mr. Macdonnell to labour economists 
employed by ‘union organizations? 

Mr. MACDONNELL: I understand there are very skilled economists employed. 


5 
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Mr. Gorpon: I must say this that our meeting with such labour economists 
so far has only been at the time when some dispute has been taken before the 
board of conciliation, and the labour economist at that time is usually called by 
the union as an expert witness to provide or support statistics or facts and 
figures which may be part of the brief which the unions are presenting in 
connection with their case. 

On the side of management, we have been endeavouring to build up 
personnel staff that will be able to match the facilities which have been 
developed by union leadership over the years and at this time I have not seen 
much evidence that the economists or experts on one side really sit down and 
talk these things over with the other side. That is one of the elements of 
cooperation that I would like to see developed but so far I have not seen, 
much evidence of it because the only time we see them or know them is 
when they appear as expert witnesses before a board of conciliation. 

Mr. MacDONNELL: In other words you really only see them when there 
is a dispute? 

Mr. GORDON: We only see them when there is trouble; when the efforts, 
voluntary efforts, of collective bargaining have broken down and application 


has been made both by labour and management for the employment of a 


board of conciliation under the provisions of labour legislation to deal with 
the case presented by both sides to the dispute, and it is during a hearing 
of that dispute that we see and hear from the expert economists or whatever 
you want to call them. That is the only time we see or work with them and 
they vary from time to time and from case to case. 

Mr. MAcDONNELL: Would you think it is desirable if it could be brought 


about to have that economic discussion continue? 


Mr. Gorpon: I do. It is part of the thing I have in mind. I hope for 
opportunities for meetings of that type where there can be a meeting between 
management and labour to try and discuss these issues between us in a more 
or less objective way, particularly for. the purposes of establishing and 
determining a code of ethics, a means whereby yardsticks might be established 
in respect of statistical data which appear in the course of negotiations. In 
the course of negotiations between labour and management there always is, 
and always has been a difference of opinion in regard to the criteria that 
might be used as to whether or not railway labour has kept pace with similar 
types of labour in other industries, and so forth. I think it would be very 
useful if it were possible to find a common ground in that respect by discussion 
between the experts. 

The CHAIRMAN: Employees relations? 

Carried. 


The budget. 


CANADIAN NATIONAL RAILWAYS 
Summary Forecast of Financial Requirements— Year 1953 


1953 1952 
Estimated Actual: 
$ $ 
Income Account— 
Mperabingv Revenues. 2} Pls u Ue Gre) wee acer ls ener SSA eg Bal ai 720, 000, 000 675,219,415 
Mperettine Wx penses reli My Am Me eee ci a LO a Ha had aed Bg 676, 600, 000 634,852,915 
Not Onerat np ieventes ey cate ec Oar Wea A eee OR ei Wl FN 43,400,000 |, 40,366,500 
Net Income Charges (excluding Interest) 33.0. 300 ve ale ees eas 14,700, 000 16,061, 052 
Avallabiefon payment of Intareats cla. 6 ip ula ls M/k) lia ww alee ie 28,700,000 24,305,448 
Interest on Funded Debt—Public....... es ce teat ty amet ERR Ne 21, 600, 000 21,848, 906 
Titerestion Government. 0anee.c ce ys OP a mat Sg mb ui oe lat 6,700, 000 2,314,215 


Income Surplus.. cea gs Mt gle alate Wea ta Abel tata alast PPS padttns (xx) 400,000 142,327 
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19830 1 1958 Page 
Estimated — Budget: | No. 


Additions aad Betterments— 


New. Equipment— 


General (excluding new equipment) SPC Ae ect Pee Ue UA la TTI 1 12,323, 366 27,363, 257 3 


1953 (Additional) Orders—$13,724,000, of which $9,959,000 will 


POLLY CROC TE | Oa eye eo hea ss lea ee IME eee hee. a Et hone a 9,959,000 2,413,092 | 8 
PECQUISTNVON OF SECT ILIES Vo Lie Ah, EG aieta ithe eee teailed Wothke e, £8 lb ery arate 293,000 516, 900 10 
Additional W OF RRO CF DUE es oe i eA CN Ac PS TS Sees a 15, 000, 000 15,000,000 | — 


, 37,575,366 | 45,293,249 


(xx) Preliminary estimate only. Account has ‘not been taken of that portion of the cost of settlement of 


wage awards to firemen and trainmen which is referrable to the 1952 dates to which the settlements ° 


are retroactive, nor has account been taken of any increase which may flow from the freight rate 
increase application presently under reservation by the Board of Transport Commissioners for Canada. 


CANADIAN NATIONAL RAILWAYS 
Summary of 1953 Financial Authorization Required with 1952 Comparison.. 


1953 1952 Page 
Estimated Budget: No. 
$ $ 
Capital Expenditures— 
1953 Budget Program—as detailed hereinbefore.............. 37,575, 366 45, 293,249 1 
Branch Lines— 
Sherridon-Lynn Lake—authorized C.44 Statutes of Canada 
1 AAS SI SUR AREER BC FOUN cA ale Bar eC ARs 25758, 518 7,800,000 | 11 
errac Bac tink authorized C.20 Statutes of Canada 1952. 6, 580): 000e Ss So ei eee 12 
Revotes, and to complete projects previously authorized.......... 35,561, 634 23,014,271 6 
New Equipment:— 
Authorized by Financing and Guarantee Act 1952, the cost 
of which equipment exceeded the originally estimated 
GDS ETE ea eet Ck od OTN a NI ERT Nec Oa a ale 2,366, 985 8,325,822 | 7 (D) 
Financing previously authorized by Financing and Guarantee 
Acts as follows: i 
Oe OBOE eM cnc ted tee fale ccs ahs ele ls Nace aoe NANI ates gta RL ds 199, 000s 5.0 ies Se ert Medd BO 
TUS TICS Ee 74) a RE 17 PAUSE APPA ie ely Sgau EMER cohen A A 3) O50, 200: 1 Serio hee eae 7 (B) 
14 Le a Os OR Ui i Ree AD MON AE RRO (RH BE RAE aod Aub Ae 5,338, OOOL eae ee oe 7 (C) 
Ordered pursuant to Financing and Guarantee Act 1952...... 36, 630, 000 20, 389,043 | 8 (E) 
130,060,198 | 104,822,385 
Less: . 
Available from Depreciation Reserves................000 19, 900, 000 17,350, 000 


(1) 


Proceeds of Sale of ‘Preferred Stock’. .3. 66 So 213600; COOv ie ve era Eee 
88, 560, 198 87,472,385 


The Financing and Guarantee Act, 1952 will be utilized as the authority for the financing of $31,707,000 
(estimated) being in respect of capital expenditures on equipment ordered prior to 1953 but delivered 
esti January Ist and June 30th, 1953, as contemplated in Section 3 (1) (c) of said Act. See page 
9 é 


(2) Authority is requested to place orders for new equipment contained in the 1953 budget program in 


the amount of $3,765,000 (see page 8(F')) and for new equipment to be included in the 1954 budget pro- 
gram in the amount of $54,534,000 (see page 9(G)) none of which equipment will be delivered in 1953. 


(8) Authority is also requested to enter into contractual obligations amounting to $16,406,625 respecting 


general additions and betterments excluding new equipment, which amount will not become due and 
payable in the current calendar. year. See page 3. 


(4) Authority is also requested to the Minister of Finance to make advances in 1954, prior to the enactment 


of the Financing and Guarantee Act, 1954, to the extent of $80,000,000 against capital expenditures made 
respecting new equipment ordered pursuant to the authority requested in (2) above or to similar 
authority contained in previous Financing and Guarantee Acts and respecting contractual obligations 


for general additions and betterments incurred pursuant to the authority requested in (8) above. ~ 
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1952 
$ 


15, 068, 736 


Cr. 6,598 


5, 743, 647 


\ : : 
CANADIAN NATIONAL RAILWAYS 
Additions and Betterments—General 
(Excluding New Equipment) 
1953 
$ 
Road 
Thesber Rey ote ee Cy CT Asa a eee 22,363, 281 
Commitments (Revotes).)( eee ky 4,558,915 
Commitments (New Funds)................. 3,599, 026 
Subsidiary Companies 
TESS VAY OURS. iN PE Oy AR a OM TET Rb BN 490, 646 
Commitments (Revotes) Pet eRe Meo el 4 — 
Commitments (New F ai PR Nath OFS ya CA a 4,000, 000 
Departments 
MIPS TROVOGES Scr Ae iI UN a RA al he BS 9,768,015 
Commitments (Revotes)icen i. Moa a oe 3,595, 000 
Commitments (New Funds) Data teatime Torn ey ly. 653, 684 
Equipment— Additions and Betterments and Conversions 
Teer Rev Obese! 80) ek hg dai ak Stes EG of 2,939, 692 


Commitments (Revotes).....5.....0000000.. 
Commitments (New Funds)................. 


PEMA D INCL PeELITEMENTS sos Peet y Mumpon a aly ae ea I 


SUMMARY 


Gross 


72990—12 


8,153,915 


8,252,710 


2,208, 486 


35,561,634 23,014, 271 


1953 
$ 
62, 523, 718 


30, 521, 222 
32,002,496 


5,309, 236 


4,490, 646 
818, 590 


20,792, 831 


14,016, 699 


6,776, 132 


6, 085, 882 


2,939, 692 


3,146,190, 


Cr. 


7,420, 042 


87,291, 625 


51,968, 259 


35, 323, 366 


23, 000, 000 


12,323,366 
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1952 
$ 
41,769, 231 


15, 068, 736 
26, 700, 495 


373, 163 


Cr. 6,598 
379,761 


23, 241, 856 


5,743,647 
17,498, 209 


8,101,278 
2,208,486 


5, 892, 792 


Cre 
8,108,000 


65,377,528 


23,014,271 


42,363, 257 


15,000, 000 


27,363, 257 
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CANADIAN NATIONAL RAILWAYS 


1952 Financial Requirements compared with the Budget 


General Additions and Betterments........ ERNE ACS ej 0a’ ROE ROANe Na Here eee 


Revotes, and to complete projects authorized in previous years........ 


Sherridon-Lynn Lake-Branch Line............5.... 2600s eee eee RE keel ti 


New Equipment. 


ae lle aiele ie. (aXe, cele ensalem (hel aleve Men (imine ela e's; (eiraiisica ooethal (QO. ee ewe Sree Se el Sees eed ge 


Acquisition of Securities...............455+5- Bae NET Sivertson 


Available from Reserves for Depreciation and Debt Discount Amor- 


AAA AULOM dean isvor, 


Silo its Ve Hobe Ve ue, ecbl ic highiot jo! emelis TaMe be cs mMabray'e lel abewete, ai -sbah eis ienaene/elfe sale ge 2) is teas slays 


A ditional Working Capitals ic: io bekie cele Seis ake ttnnie © 0 myoetecs Sate ihre, muvee yg eee 


Less amount received in respect of the year 1952 by C. N. Ry. Co. from 
sale of 4% Preferred Stock, used to meet Capital Expenditures 
TPOLUCIOR ADOVIC aes Fh. ee eat alee oe Au etlae SIbee haba Mt ete Mea tnascst st syqidtaie i 


(x) New Equipment—additional to the above—financing authorized 


by Financing and Guarantee Acts Nos. 1 and 2, 1951, to the extent 


of $64,932,895 


preparation of the 1952 


. As this authority was available at the time of 


Budget, financing re-authorization was not 


requested thereby, but the Financing and Guarantee Act 1952 when 
enacted, did re-authorize the expenditure............-...0++ secre es 


N) cletlot eile te Wedteccer'\y <6: ethene: Sitpielib ule: {dj ieite: ete) (nile be Lants\imte ie).6\'W ie Uen etm es Oete. ORV See ol oe cca gy 


1952 


BUDGET 


$ 
27,363, 257 
23,014, 271 
7,800, 000 
31,127,957 


516,900 | 


89, 822, 385 


. 17,350, 000 
72,472,385 


15,000,000 
87,472, 385 


87,472,385 


64, 932,895 


152,405, 280 


’ 


NE a ee 


1952 


Actual 
_Requirements 


$ 
87,091,213 


6, 034, 614 
16,532,231 
1,869, 664 
57,788,394 


16, 297,815 
41,490,579 
15,000, 000 
56,490, 579 


_ 20, 256, 582 
36, 233, 997 


60,488, 541 
96, 722,538 
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CANADIAN NATIONAL RAILWAYS 
1952 Capital Expenditures compared with 1952 Budget 


ss By Regions, Departments, etc. 


Additions and Betterments— 


Less: Portion of projects included in above requirements not 
physically completed by the end of the year............... 
Shétriden-Bynn Lake Branch Line, 2 ose, Sioa he 


* New Equipment—additional to the above—financing authorized by 
Financing and Guarantee Acts Nos. 1 and 2, 1951, to the extent of 
$64,932,895. As this authority was available at the time of pre- 
paration of the 1952 Budget, financing re-authorization was not 
requested thereby, but the Financing and Guarantee Act 1952 
when enacted, did re-authorize the expenditure................... 


New Equipment— 
Financed through Equipment Tr usts— 
oCTSTS ANd UGC Ae ULPCEL TU Ue cl De age away NRE MN ce a WAR 
DOMES NG io ee eeOe an eI. Le ST PN CT NOM NK 8 


72990—123 


+ 1952 
Budget 


$ 


6, 716, 233 
18,084, 800 
12,485, 816 

4,156, 332 

326, 050 

373, 163 
23,241, 856 
8,101,278 

Cr. 8,108, 000 


65,377, 528 


15,000, 009 
7,800, 000 


583177, 528 


-— 
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1952 
Capital 


. Expenditures 


$ 


3, 588, 326 
12,400, 630 
10,071,535 
1,721,826 
115, 634 
149,015 
10,313,129 
5,859,480 

Cr. 7, 128, 668 


37,091, 213. 


6,034, 614 | 


43,125,827 


ch aillatt © leitw. te testi si\e Nal tns wh) 


31,127,957 #16, 532,231 » 
89, 305, 485 59, 658, 058 
64, 932, 895: 60,488, 541 
154, 238, 380 120, 146,599 
Rte ait Nublo e 439, 152 
aaa SEN 4,565,738 


5, 004, 890 


125,151, 489 
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CANADIAN NATIONAL RAILWAYS 
New Equipment 
CANADIAN NationaL Ramways—NeEw EQUIPMENT 


(A) Authority is requested for the financing, to the extent indicated, of the 
undernoted New Equipment, the ordering and financing of which was 
authorized originally by the Financing and Guarantee Act 1951 (No. 1), 
the financing being re-authorized by the Financing and Guarantee Act, 
1952, but which equipment will not be delivered until 1953: 


Freight Equipment 
500 Box cars (G.T.W.) 
Passenger Equipment 
28 Baggage cars 
Work Equipment 
1 Browning crane (C.V.R.) 


rm 


Estimated Cost 


$ 5,754,000 


Pistimated Cost. hols tebe a ob oo ovale © as Baca cera 
Estimated amount to be financed pursuant to Financing and 
Guarantee Act):1952, Section 3(1) ‘Ci. 6.8 sy she ee a 5, 555, 000 
Finaneing requested; 1953 2 a oi oi eed Fee Spe edo wae $ 199, 000 
——_—  $ 199,000 
(B) Authority is requested for the financing of the undernoted New Equip- 
ment, the ordering of which was authorized by the Financing and Guaran- 
tee Act, 1951, and the financing of which was authorized originally by 
the No. 2 Act of that year, and re-authorized by the Financing and 
Guarantee Act, 1952, but which equipment will not be delivered until 
1953: 
Freight Equipment 
s00sGendolas {GE Wok op eng pine leek nope } tere a Ma 3, wpa aaniv tas ae «lag SNR $. 3,055,700 
125 Hoppers—Covered (G.T.W.)............ 


(C) Authority is requested for the financing, to the extent indicated, of the 
undernoted New Equipment, the ordering of which was authorized by 
the Financing and Guarantee Acts 1951 and 1952, and the financing of 
which was authorized originally by the Financing and Guarantee Act, 
1952, but which equipment will not be delivered until 1953: 


Freight Equipment 
350 Box cars (G.T.W.) 
125 Hoppers—Covered 
Passenger Equipment 
60 Baggage cars 
Work Equipment 
8 Snow plows 
30 Air dump cars 
Tank cars — secondhand (G.T.W.) 
1 Industrial Hoist (G.T.W.) 
1 Locomotive crane 
2 Locomotive cranes—40 ton 
1 Burro crane (G.T.W.) . y. 
Tistitnated MoOSbs: .koate eae UD ee ae ios Bc Bicia wiekerstase © cele ees 
Estimated amount to be financed pursuant to Financing and 
Guarantee Act 1952. Seetionatt) C wai... Sg ae 


Financing tequested. 1953 52.6 2c eval Seen ce ees fdas ateeng 


(D) Authority is requested for the financing of an additional amount of 
$2,366,985, by which the cost of New Equipment, ordered in 1951 and 
delivered in 1952, exceeded the estimated cost of such equipment author- 
ized by the Financing and Guarantee Act, 1952...................-.045. 


$ 10,340, 000 
5, 007, 000 


$ 5,333,000 


$ 5,333,000 


$ 2,366, 985 
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CANADIAN NATIONAL RAILWAYS | 


New Equipment 


(E) Authority is requested for the financing, to the extent indicated, of the 


undernoted 


New Equipment, the ordering of which was authorized by 


the Financing and Guarantee Act, 1952, and which equipment will be 


delivered i 


in 1953: 


Diesel Electric Locomotives 


22 

ae 
3 

6 
70 


600-660 HP Switchers 
1000-1200 HP Switcher (C.V.R.) 
1000-1200 HP Switchers (G.T.W.) - 
1200 HP Road Switchers Sy eueoun hand) 
1500-1600 HP Road 


Shiga Equipment 


Passenger 


10 
5 
25 


Box cars 

Box cars (Newfoundland) 
Flat cars (Newfoundland) 
Flat cars—Depressed 

General Service (Newfoundland) 
Gondolas 

Gondolas (G.T.W.) 
Gondolas—Ore Type—80 Ton 
Hoppers—Triple—70 ton 
Hoppers—Covered 
Hoppers—Covered (G.T.W.) 
Refrigerators 

Refrigerators (Newfoundland) 


Equipment 
Baggage cars 
Coaches 

Coaches (G.T.W.) 
Sleepers 


Work Equipment 


12 
100 
1 


Snow plows (Newfoundland) 
Ballast cars. 
Wrecking crane 
Traction motors—Multiple unit cars (2) 
Hstunated:, Gostesinen wc aii eauek es cal Wiehe ile PAs 
Estimated amount to be financed pursuant to Financing and 
(niarantee- Act; 1952, Section 3 (1) Cia... ey ae) 


Pingncemewecueshedur Goo sue: cies aa, eee NS 


.(F) Authority is requested for the ordering, and to the extent indicated, for the 
financing in 1953, of the undernoted New Equipment: 


Diesel Electric 
8 
42 


Locomotives 
1200 HP Road Switchers 
1600 HP Road Switchers 


Work Equipment 


Snow plows 

Snow Melter 

Jordan Spreaders 

Ballast cars 

Air dump cars 

Air dump ears (G.T.W.) 

Locomotive cranes 

Burro crane 

Industrial hoist 

Spare Traction Motors for Diesel Locomotives (2) 
Spare Diesel Engines, Trucks and Traction Motors 


Total estimated cost $13,724,000, of which $9,959,000 will be required 


to cov 


er deliveries, anticipated during 1953), pec hk . cose ees eee cea es 


Some portion of the balance of this equipment (estimated cost $3, 765, 000) 
will be delivered prior to the enactment of the Financing and Guaran- 
tee Act of 1954. 
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Estimated Cost 


$ 57,775,000 
21,145, 000 


$ 36, 630, 000 


$ 36, 630,000 


$ 9,959,000 
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CANADIAN NATIONAL RAILWAYS 


New Equipment 


(G) Authority is requested for the ordering in 1953 of the undernoted New 
Equipment, to be included in the 1954 Budget program and which equip- 
ment will not be delivered until 1954: 

Diesel Electric Locomotives 
26 600 HP Switchers 
20 1000 HP Switchers 


Freight Equipment 
2850 Box cars 
100 Box cars (G.T.W.) 
100 Box cars (Newfoundland) 
100 Flat cars (G.T.W.) 
100 Flat cars (Newfoundland) 
10 Flat cars—Heavy Duty 
500 Gondola cars 
200 Gondola cars (G.T.W.) 
300 Hoppers 
200 Hoppers—Covered 
‘100 Refrigerators (G.T.W.) 
15 Stock cars (Newfoundland) 


Passenger Equipment 
30 Baggage cars 
57 Coaches 
5 Coaches (Newfoundland) 
1 Sleeper (Newfoundland) 


Total Estimated Cost $54,534,000 


It is anticipated that some portion of this equipment will be delivered 
prior to the enactment of the Financing and Guarantee Act of 1954. 


(H) The estimated amounts, as indicated hereinbefore, required for the 
purposes of Section 3 (1) C of the Financing and Guarantee Act 1952, are 


as follows: 
Di ERE, COUP NUNN UO Lae TR ie INE a ea eel $ 5,555,000 
ig SPH MRR IU Bet oO LICE CS CD ER ec” CeO 5,007,000 
SF a CAR AL ERA SHOR: SUN EEN Nae NYO ane DD eC PO YT A 21,145,000 
$ 31,707,000 


¢< 
Estimated Cost 


$ 57,548, 685 


ee ae ~~ 


hae ey a Bf » Po) ae tome bey, = h LAD, Fee) may, Rey a Pee Me ee "i * A " dof ee vi 
4 r ba alate : ‘i ™ R 
reg , Ria # ys h i ke aS) She" , « 
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CANADIAN NATIONAL RAILWAYS 


Acquisition of Securities 


‘ pane | 1952 1952 1953 
} b Budget Actual Budget 
$ $ $ 


Toronto Terminals Railway 
(Joint with Canadian Pacific Railway Co.) 
General Additions and Betterments—C.N.R. Pro- 
DOREION- SOF isc otek eee een ee ees, RD cn Me 62,500 — Cr. 530,000 


Northern Alberta Railways 
(Joint with Canadian Pacific Railway Co.) . 
General Additions and Betterments—C.N.R. Pro- 
DOTCION 507.55 occ OR A WACO arid aan 250, 000 425,000 550,000 


Ting -Oandae Air Lines 
Temporary deposits made with Canadian National 
Railways....... Aniyiles tes BaP IOC LR ASS Aa Mi ool AR — Cr. 2,500, 000 — 


Chicago and Western Indiana Railroad 
Advances under agreements of March 1/36 and May 1/52 202,900 202, 936 270,500 


Atlantic and St. Lawrence Railroad 
Purchase of Capital Stock........ CER Mepis ORI ae RENE uN 1,500 2,400 1,500 


The Shawinigan Falls Terminal Railway Co. 
(Joint with Canadian Pacific Railway Co.) 
General Additions and Betterments—C.N.R. Pro- 
POTHON SOT a he GaN Pe im umes Ne CN — — 1,000 


516,900 | Cr. 1,869,664 293, 000 


CANADIAN NATIONAL RAILWAYS 
Construction of new branch line from Sherridon to Lynn Lake, Province of Manitoba 
Authorized by Chapter 44, Statutes of Canada 1951 


POtal FiShiMMateRm-NIMleAwe cre ree Ss as AT oie ver a Ne RT ES bt 155 
Total Mistimated-Wxpenaitures( 0 fi PEN a PA ee $ 14,725, 000 


Location Surveys—100% complete. - 

Right of way clearing is through to Lynn Lake—98% complete. 

Temporary telephone line erected:and in operation from Sherridon to the Churchill River, mileage 53.5. 

Culverts placed from Sherridon to mileage 83. 

Timber trestles constructed to mileage 72. 

Grading completed sufficiently to permit track laying from Sherridon to the southerly crossing of the 
Churchill River, mileage 53.5, by the end of 1952, and is in progress from there to mileage 84. 

Crossing of the Churchill River involved bridging 3 channels. These are steel bridges 201'4’’, 155'10’’ 
and 201'4’’ respectively, and are completed. 

Track is laid from Sherridon to the north bank of the Churchill River, being a distance of 54.2 miles. 

Siding, wye and material yard trackage for advanced railhead on the south bank of the Churchill have 
been constructed. 

First ballast lift has been placed from Sherridon to Mileage 40, and to Mileage 53.5 sufficient material has 
been placed, at the end of ties, to hold the track in line until it is possible to resume ballasting in the 
spring. 

Materials required for culverts and bridges, yet to be constructed, are to be carried by train from Sherridon 
to the Churchill River and hauled ahead by tractor prior to spring ‘‘break-up’’. 

The total expenditure on this project to December 31st, 1952, amounted to $7,241,487. It is estimated 
that the total expenditure for the year 1953 will be $7,483,513, of which $2,758,513 will be borne by 
the Canadian National. 
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CANADIAN NATIONAL RAILWAYS 
Construction of new branch line from Terrace to Kitimat, Province of British Columbia 
Authorized by Chapter 20, Statutes of Canada 1952 


Total: Dstimatedo Mileage 12g ea mimeo. th aretha nny Gene steeracegs MES Sad 
Total Mstimated bxpenditures 775 oe Ns a ee hee ee $ 10, 000, 000 


Location surveys have been completed and construction engineer’s headquarters have been established 
near Terrace and three resident engineers, with parties, have been set up in camps on the line at miles 
2,9 and 15 respectively. 

Contract for clearing, grading, aristaltation of culverts, construction of timber trestles and concrete sub- 
structures for four steel bridges to cross the Lakelse, Coldwater, Wedeene and Little Wedeene Rivers, 
has been awarded to Campbell-Bennett Limited, Vancouver, ‘the lowest bidders, who commenced 
eee right of way on November 7, 1952, but have suspended work on account of snow until Spring 
of 1953 

Contract for concrete sub-structure for the steel bridge to cross the Skeena River near Terrace has been 
awarded to Dawson and Hall Limited, Vancouver, and this work will commence early 1 in 1953, with 
completion estimated during March 1954,’ 

Contract for the steel superstructure will be awarded early in 1953. 

Culvert and bridge materials for the north end of the line are, being delivered at Terrace and stock-piled 
there pending movement to sites on the line. 

It is estimated that the total expenditure on this project for the year 1953 will be $6,580,000. 


CANADIAN NATIONAL (WEST INDIES) STEAMSHIPS, LIMITED 


1952 1952 1953 
Budget Actual Budget 
' \ $ $ $ 
Income Account— 
OMeTAUINE TEV ENUOS coches. te unianhe Soy a tahte gala ge os aca pls 6, 261, 024 7,449,247 5,100, 000 
OUSPALINSTUXPEDSES icc. 8 28s eee ile a Pe pean ted Mle 6,580, 062 7,122,971 4,685, 750 
Net Operating Delicit:. ah see teehee ees SL OSS. a Benes 1 amet cathe Mae Boke ne 
Net: Operating Prony ip hy cates ek ee Oh eae Gan eek ae adr set nS 326, 276 414, 250 
Vessel Replacement-fund: earnings.) oJ. 3. i a ee ah ie EN aes 145, 500 145, 065 162,000 
Interest requirements on 5%-25 year Bonds due 1955, prin- vie 
Pinal amount $9,400: OOGA TG ee ausiyd Ma whe. phy eta ee Ot pu e 470,000 470, 000 470, 000 
Interest on Government Notes and Advances.....:........- 90, 462 5,250 5,250 
Income Deficiency......: Pe Cees Kae i Slat Ree eed 734, 000 OO beta. . iver Ce eee 
INeOME POL GHA y See os RE Se ae Ce AL Ota SoH PRO eat nt eat fel ae Pe 101, 000 
PE TOVISION TOL INCOME Tar. [ats oe Sa a a cts wee A RSPAS ask a ants Saris ents Le Sote sea aa 38, 000 
Income Praht attersincome! bax aie ee eee eee pao aes ee a i ate poe ~ 63,000 
Note:—Additional Income Tax provision from surplus 
OLnsurance/ Hund. Ve BARGE eet ee, ame raul Vie) anne 70,000 144, 000 
Capital Budget— 
General Betterments PS hi Mae Rata A STM a ag al ARC 58,000 | . OO DOO ee eet taccen eae 
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Nore:—Funds for Capital Expenditures have been provided from Vessel Replacement Fund; net 
proceeds from the sale of vessels will be paid to that fund. 
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The CHAIRMAN: If you will turn to page 2 and 3 of the budget you will 
find a summary of the 1953 finance authorization required. 


Mr, MAcCDONNELL: Do you not think we might ask Mr. Gordon to take us 
through this. It is a matter of great importance. 


The CHAIRMAN: I think that would be helpful. 


Mr. Gorpvon: If members of the committee will look at the papers in front 
of them, I shall try to explain these particulars in such a way that it will be 
readily understandable. I must, however, warn you that this budget is of 
increasing complexity because it covers not only the new requirements pertain- 
ing to the present year, but it also deals with past requirements which are in 
a transitional stage and also projects into the future, so it is necessary to 
remember that when looking at any individual figure as I take you through it. 
I shall try to explain which figure applies to this year, which figure applies to 
past years but which are still going on, and figures which are contemplated in 
programmes which may not be completed over a period of two, three, or four 
years. Now, on page number one, we have summarized the usual forecast of 
our requirements for 1953. You will see shown the estimated income account, 
operating revenues $720 million, operating expenses $676 million, coming down 
to a figure of income surplus estimated at $400,000. I want it to be clear to 
the committee that this is a preliminary estimate made up before we had 
taken into account that portion of the wage cost to firemen and trainmen which 
was retroactive to April 1952; nor does it take into account the freight rate 
increase of 7 per cent effective as from March 16th this year under ruling of 
the Board of Transport. I have not taken these into account, nor suggested 
an amendment, because there are too many uncertainties in the picture. There- 
fore, this can only be considered as an educated guess and I can say to the 
committee I would hope that with good luck and good judgment and main- 
tenance of economic conditions at the present level that the surplus there 
shown would be substantially increased as it should bé. 


Mr. MAcDONNELL: You have told us the figures you have not taken into 
account. Could you indicate on what basis you have arrived at the $720 million; 
in other words just why you have estimated $45 million improvement? Is it 
higher rates or more business or both? 

Mr. GorRDON: We are estimating that with the current Behe that we 
should expect about a 2 per cent increase in our traffic over last year. Now, 
I emphasize that is an estimate. And with a 2 per cent increase over 1952 of 
traffic translated into freight rates with the awards authorized by the Board 
up to the end of December 31st, 1952, we figure we ought to come out at $720 
million. I do want to point out that in figures of $720 million a very small 
percentage one way or the other can affect the estimate by $20 or $30 million. 
It is hard to speak precisely in regard to a forecast of that magnitude. But 
it is the best guess we have. 

Mr. MAcDONNELL: You estimate an increase over 1952 traffic? 

Mr. GORDON: Yes. 

Mr. MAcDONNELL: My recollection is the estimate of total activity for 
G.N.P. is for a larger increase, that it is four or five per cent. 

Mr. Gorpon: There are no figures out as far as I know giving a revised 
estimate of 1953 G.N.P., but generally speaking G.N.P. has been increasing from 


-4 to 6 per cent. G.N.P. includes a great number of export figures which would 


not necessarily produce traffic for the railway. The estimate we have made is 
based on a factual examination of the kind of traffic we expect to see carried 
by rail assuming a level of economic activity which is likely to carry col ee 
from 1952. 

Mr. MAcponNELL: In other words this is not just a figure applied over-all, 
it is built up from your assessment of expectation of traffic of various kinds? 
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Mr. GorDoN: That is right. It comes to us from estimates from our traffic 
offices in all regions and represents what I called before an educated guess. 


Mr. MACDONNELL: Would you say something about the operating expenses? 


Mr. Gorpon: They are perhaps a little firmer guess because we know 
reasonably well what our labour force is likely to be and what our additional 
costs are, subject to, anything that might develop later in the year. At the 
moment this estimate was made we had not settled with the firemen or train- 
men, nor had we received the 7 per cent judgment of the Transport Board; 
but if we can assume we will have no more labour demands, then I think those 
figures can be amended to the extent of about $44 million extra expense due 
to the retroactive wage awards to firemen and trainmen. It will cost us about 
$43 million more wages in that sector and maybe some consequential adjust- 
ments which may be half a million dollars. Let us say roughly $5 million 
additional expense on the debit side, and if our expectations are realized as 
to what we might get out of the freight increase which became effective on 
March 16th, we hope that might give us $10 to $12 million. So that with good 
luck, with good management, and with no unexpected additional increases in 
our expenses by reason of labour, and assuming freight rates will yield what 
we hope they will, I would say we ought to have a few million dollars surplus 
instead of the $400,000. But I have not asked to have that figure: amended 
because there are so many uncertainties. I should say our actual results for 
the months of January and February have been quite disappointing. Estimates 
of traffic for those months have shown a considerable decline. 


Mr. MACDONNELL: Could you indicate why or where it has been felt? 


Mr. Gorpon: It has been a pretty general decline. For example if I take 
the February results, we budgeted for a figure of revenue which failed of 
accomplishment actually by about $2 million. In other words, we thought we 
would have about $55 million actual revenue by the end of February, and in 
point of fact we came up with $53 million actually. I can give you the detailed 
tonnage of the decrease. I have not yet been able to analyze them, but we have 
shown decreases in tonnage during January of pulp wood of about 43 per cent 
and bituminous coal by about 20 per cent. Bituminous coal and anthracite coal 
are down, due we think to mild weather conditions. Ores and concentrates are 
down. The two main items are pulpwood and coal on the decrease side. But, 
we have had some increases, grain in particular. It is carried at a lower rate 
and does not give as much benefit as the others do. I have a table here 
showing the different tonnage decreases and, as I say, the main decreases are 
represented in pulpwood and coal. 


Mr. MACDONNELL: It seems to me your operation is one of the very best 
barometers of the whole Canadian economic activity, and that is my excuse 
for asking these questions. Why do you figure that ores and concentrates 
are down? 


Mr. GorDON: Well, the danger of any analysis of this kind, Mr. Macdonnell, 
is in taking it in too short a range, and if we look at January and February 
I do not think you can get an intelligent examination because it might be a 
very temporary withholding of shipments; it might be a technical difficulty 
with regard to some particular mine, and we might very easily get that traffic 
in the course of the next period, and then I am reminded, too, of an obvious 
fact that February, as compared with last year, has one day less. Even one 
day makes a difference in the monthly results in tonnage, but we cannot analyze 
these in such a brief period; we need a few more months to really form an 
opinion as to whether or not that trend is going to continue, because we often 
find that one month might show a sharp decline, and then we pick it up the 
next month. Reasons of weather might be an example. There might be a 
shutdown of a plant for reasons of rehabilitation, or any one of a number of 
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things, so that while I agree with you that rail carloadings and rail movements 
represent one of the best barometers of economic conditions, nevertheless the 


examination should be made over a fairly decent range, and not too short a 


range; not week to week. ; 
Mr. MAcDONNELL: Would you give us the figures for January, if 


- convenient? 


Mr. Gordon: The month of January—operating revenues of $51,657,000 
as against $51,470,000 for January, 1952, which is practically the same, you see, 
but as against that our operating expenses in J anuary, 1953, were $57,573,000 
as against $51,261,000. Now, one of the reasons for that is that included in 
the month of January we had to take into account the $434 million retroactive 


. wage factor which I mentioned in the annual report, which we had to pay back. 


Mr. MACDONNELL: It fell all in the one month? . 


Mr. GorDON: Yes, it might as well; it does not make any difference. We 
report our final results by the year, but of course it does distort the figures 
for that one month. 


Mr. MACDONNELL: Net income charges, I observe, are down. Why is that? 
Net income excluding interest. 


Mr. Gorpon: Included in that figure we have what we call hire of 
equipment. That is to say, we use equipment belonging to other lines on a 
per diem basis, and we have to pay the hire. Now, the figure last year, you 
will notice, was $16 million. We estimate it will be less than that this year 
for the reason that we are gradually catching up on our own equipment. We 
do not have to depend on foreign equipment as much and we can return 
equipment which comes into our hands more rapidly. Per diem charges 
are saved and we use our own equipment to better advantage. 

Mr. MACDONNELL: What is the point when it says interest—I am not 
quite sure—interest on what? 


Mr. Gorpon: Available for interest. 

Mr. MACDONNELL: No, net income charges excluding interest. I am not 
sure I understand that. 

Mr. GorpDon: Because this is a net income charge, it is simply a bracket- 
ing together of quite a number of accounts and we do not include interest 
because underneath there we show the interest separately, interest on public 
debt, interest on government loans. Some railways bracket it together in 
one heading, but we show our interest charges separately. 

Mr. MACDONNELL: I am sorry, I have not quite got it yet. The income 
charges, I think you said, were on such things as equipment and so on. 

Mr. Gorpon: The heading under income charges is a summary or a 


_ consolidation of quite a number of miscellaneous accounts. If you look 


at the heading “Income Account” at page 24 of the annual report, you will 
see those figures under taxes and rents, other income, deductions from 
income, all those are definitely bracketed together and they are all lumped 


- under that heading, and the main difference is that we expect to pay less for . 


hire of equipment this year than we did last year. Now, then, in setting 
up this heading we show net income charges, but for convenience we do 
not include interest because we are showing the interest separately underneath 


there. We think that is an item that should be brought especially to the 


attention of the committee. 

Mr. MACDONNELL: But interest on those matters you have just described 
would be— 

Mr. Gorpon: No, the interest has nothing to do with the accounts in that 
heading. This is the interest that we owe on our outstanding debt in the 


‘hands of the public or on loans from the government. 
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Mr. MaAcDONNELL: Those are two items. further down? 


Mr. Gorpon: Yes, sir, that is correct. I am afraid it is confusing, but 
we are just sort of emphasizing we are not including the interest account. 


Mr. MacponNELL: I find it rather confusing myself, because actually 
you have some income bonds now, have you not? 

Mr. Gorpon: We have no income bonds. We have preferred stock. 
There was a suggestion one time that there might be income bonds issued 
in connection with ene recapitalization, but, thank goodness, we mowed that 
one down. i 

Mr. MacDONNELL: Now, this interest on government loans, I see, was 
_$3% million. 

Mr. Gorpon: That represents additional borrowing from government over 
the year and if we decide this year to float a bond issue in the market, 
then we will fund that particular borrowing by issuing bonds and our faverest 
charge will be reduced to government and increased to the public. 

Mr. MacDONNELL: Could you say a word on the various new lines that are 
being built? Could you say a word as to when they will become revenue 
producing? There are several, are there not? | 

Mr. Gorpon: Well, the new lines at the moment are Lynn Lake and Kiti- 
mat. And in both of those cases we have entered into an agreement with 
the industry we Are serving which will ensure that we will obtain sufficient 
traffic to carry the capital cost of that line over an amortization period, failing 
which, the companies in question have guaranteed us enough money to do so. 
In other words, in the case of a single industry such as at Lynn Lake, or at 
Kitimat, we have established the principle that when we build.a branch line 
into there, that they will undertake to guarantee us sufficient traffic over a 
period of time to justify that capital expenditure. Quite a number of factors 
enter into it. But when the formula is boiled down, it comes to this: that the 
industry says: “We know that there will be enough traffic on the figures you 
have produced to carry the capital cost of this line. There will be enough freight 
revenue. But if it does not materialize, we undertake to pay you—on the 
formula which was worked out for them. 

And if new industries go into that area, we credit against that agreement 
the amount of the traffic which we get from those new industries. It is a 
completely fair agreement to all concerned. It means that the railway is not 
solely taking the capital risk in respect to the new branch lines. 

Mr. BENIDICKSON: The Department of Defence Production are taking some 
of the risk, are they not? : 

Mr. Gorpon: In the case of Lynn Lake, there is an Aimee with the | 
Department of Defence Production that Pecatise® of the urgent necessity of 
getting production into operation as quickly as ,possible, by reason of the 
contract entered into with the United States government, they have agreed, 
under the capital assistance program, to pay the cost of that line over and 
above $10 million. That is the agreement that has been entered into. It rather 
represents a premium for speed, and it has been justified in terms of the 
Canadian defence effort. 

Mr. MAcDONNELL: May I ask if in a contract of that kind you extend it 
in the case of a line built to serve a company? Do you really get a contract 
whereby that company undertakes to be responsible for it? You said some- 
thing about amortized capital costs. 


Mr. Gorpon: What I mean by that is this: We would say to the company, 
in looking over the general proposition, that we might build a line, let uS Say, 
from here to there. We would say to them, in discussing it, that if we could 
build that line so that we could be assured of freight revenue of X amount 
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over a period of 10 or 15 or 20 years, at the regular freight traffic rates, it would 
be a good risk for us to spend the capital in building that line. We would 


say to them: We do not know if you are going to be successful in your enter- 


prise, and it may well be that you will not produce enough freight traffic for | 
us over that period. Or alternatively, it may fail, and instead of a 20-year life 
you may get only a 10- or 15-year life. It is not reasonable that we should take 
that risk on our own, so we say: If you will guarantee to us a certain volume 
of freight traffic over that period of years of not less than so and. so, then we 
will build the line. But if that freight traffic does not eventuate, then you will 
reimburse us under the formula. They underwrite the traffic, and if it does not 
materialize, then they reimburse us under a formula. 

The CHAIRMAN: To an amount which will be equal to the amount required 
to retire the principal. 

Mr. Gorpon: That is the general aim, yes. But in working out the formula 
it becomes quite complicated, because we give them every fair advantage. It 
is purely straight forward business deal. We say for instance, in the formula, 
that if a result of building that line new traffic develops which we have not 
foreseen— 

The CHAIRMAN: You credit them with it. 

Mr. Gorpon: We credit them with it and we say: all right, it is all 
considered as traffic. For instance, we built the line going into Lynn Lake, 
primarily to bring out nickel. But in addition to that, in this particular area 
we might develop the fish industry; we are not sure. However, if it should 
develop, we would give them a credit for that. 

Mr. MAcDONNELL: Provided that they are paying you more than the 


ordinary freight rates? 


Mr. Gorpon: No, no. They start in the first instance and they only pay 
us the ordinary freight rates. But there will be sufficient volume over a 
period of years. . 

Mr. MAcDONNELL: But suppose it is found that there is not sufficient volume 
actually. Will they pay you enough to make up for the amortized capital 
costs? 

- Mr. Gorpon: That is right. 

Mr. MacDONNELL: How long is the period of amortization, how many years? 

Mr. Gorpon: At Lynn Lake I think we put it at a period of 20 years. 

Mr. MacpoNNELL: Now let us assume at the outset they have to pay you 
something in excess of ordinary freight rates. Let us assume that a new 
industry comes in and that you are earning that much more from the new 
industry. Would you give them a credit beyond the point where they would 
be paying less than the ordinary freight rates? 

Mr. GoRDON: Oh no. 

Mr. MacpoNNELL: In other words they get credit to the point where it 
comes down to a place where they are paying ordinary rates? 

Mr. Gorpon: That is right, and we also have a carryover provision that 
if in one year they had a peak load, nevertheless we would give them that 


. adjustment by putting it forward over a period of years, according to whatever 


oe 
‘ 


the formula may call for. 

The CHAIRMAN: Am I correct in bee rata that the end result of such 
an agreement as that is that the Canadian National Railways incurs no financial 
risk of loss? What you are doing is financing the project? 

Mr. Gorpon: Yes, well, we take a risk on the projects, that is right, but we 
only enter into this kind of traffic arrangement with very responsible com- 
panies. In the first instance it was with the Sherritt-Gordon people; and in 


_. Kitimat it was with the aluminum people. 
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Hon. Mr. CHEVRIER: And in the Barraute line it was with Canada Paper. 

Mr. GorRDON: Yes, it was with Canada Paper which is a responsible industry. 
I want to say that this has not been a popular matter with the people with 
whom we have done business. It has been resisted and it has been claimed 
that we are being too hard-boiled. But nevertheless we have made it stick 
as being a business deal. And the more it gets understood, the more people 
will come to accept it as being a sensible arrangement. 


Mr. BENIDICKSON: Would that be your policy with the Steep Rock Iron 
Mines? ! 


Mr. Gorpon: That would be our policy with Steep Rock Iron Mines al- 
though they are not very pleased about it. 


The CHAIRMAN: Carried. 


Mr. MAcDONNELL: Supposing that freight rates changed during the course 
of your agreement, would you be entitled to “up” them, or do you commit 
yourself to a certain rate over the period of amortization? 


Mr. GorDON: The formula takes care of that. It is really a dollar formula 
starting off with the dollar capital expenditure and the contribution of the 
freight traffic on that line, the degree to which it makes contributions to the 
overhead of the system. It is a formula figure. If the freight rate is increased, 
they get recognition for that, subject to the discount factor representing the 
need for the increase, so to speak, but it is worked out in the formula. 


Mr. MACDONNELL: Would you mind saying a word about aephrase which 
you just used which I find difficult to understand. You used the phrase 
“proportionate to the amount which they contribute to the general overhead.” 


Mr. GorDoN: That is right. 
Mr. MACDONNELL: How does that enter into it? 


Mr. Gorpon: I do not know if I can explain it. It would take time. Cost 
accounting of a railroad is one of the most baffling subjects that I ever struck. 
But we have a bureau of economics and statistics which works out these 
formulae on a basis of statistics for all types of traffic, and they can analyze 
what that does in the way of what we call “earning its keep”. The particular 
traffic in any given consideration must earn its keep. It may be that particular 
traffic is being superimposed on the system where there is already heavy 
traffic. It may be with or against the stream of other traffic, with or without 
return loading. It may be that we have to provide empty cars which run all 
the way up to this mine, for instance. They would have no load going up 
but they would come back with a full load.. That would place it in a different 
state or condition from circumstances where we would have a full load each 
way. All those factors are taken into account and analyzed, and when it is 
all through, it deals with such things as the overhead contribution of the traffic. 
All these things are broken down by analysis and, when it is all through, the 


end factor is: What does this traffic contribute over and above the cost of. 


carrying it? 

Mr. MACDONNELL: My recollection is that in the case of the Barraute line,— 
perhaps the minister will remember this—I found it difficult to understand just 
how it was reckoned that that line was going to be profitable from the outset, 
and my recollection is that that line had attributed to it a considerable amount 
of the proportion of the payment for the traffic that originated on it after it 
had gone around to the mainland. I am not sure if I have that right. 


Mr. GORDON: You started off on the original movement of say pulpwood 
then we say to ourselves— 
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Mr. MAcDONNELL: What I am getting at is, I want to know what is the 
true picture from the point of view of each of the actual individual transactions, 
what we are getting Out of it, or reser it is being assisted by the general 


revenue. 


ne ee sa 
Pach ~~? 


Mr. GorpDon: In any of that traffic we Beart off with traffic at the point of 
origin. From the railway point of view we have definitely in mind the feeder 
value. In other words you might start off with pulpwood which at a given 
point is the raw material and we move that pulpwood from here to there and 
that pulpwood goes into a processing plant and comes out as newsprint. We 
follow the traffic through in order to determine everything we get out of it by 
reason of the fact that we have originated the traffic at a specific point. 

Mr. MACDONNELL: Does that mean that the line gets*not only revenue from 
the pulpwood, but gets a kind of tip from the fact that you have— 

' Mr. Gorpon: The point is that we give credit to that line. Here is traffic 
that starts in the wilderness on the branch line and it runs down to the point of 
manufacture which may be far along the main line. At that point of manufac- - 
ture the raw material which originates in the wilderness is processed and with 
processing we get a certain traffic which goes on to the United States and 
across Canada and so forth. Then we say to ourselves if we had not had 
that wilderness line we would not have had that traffic, and we follow the 
traffic through and credit that line not only with the raw material but with a 
proportion of the subsidiary product which we can trace as feeder value for 
the rest of the system. 

Mr. MACDONNELL: You have made it clear. 

The CHAIRMAN: Any further questions on income accounts? 

Carried. 

The CHAIRMAN: On capital budget additions and betterments. 

Mr. Gordon: On the same page, page one, if you will look at the second 
half of the page, members of the committee will find here our effort to disclose 
to you that part of our capital budget.... 

The CHAIRMAN: Order, order gentlemen. 

Mr. GorRDON: In this part of the presentation we endeavour to disclose 
to you that part of the capital budget which represents newly initiated pro- 
jects this year and which will cost us money this year. This represents ex- 
penditures to be made this year for new projects just out. Under that heading 
you will find—additions and betterments—a figure of $12,328,000 which we 
will have to finance this year. 

If you will turn to page 3 you will see a breakdown. 

I would suggest, if you agree, that you allow me to take you through 
this part, then I can skip back to page 3. Otherwise you might get mixed up 
in what seems to be a lot of figures. 

This represents, newly initiated projects for this year which will cost us 
money this year. The proportion of our additions and betterments of that 
character total $12,323,000. New equipment, which we will order this year, 
will total $13,724,000 of which only $9,959,000 will be delivered and paid for 
as shown under the heading “new equipment’. Then we assume we need $15 
million of additional working capital. That I will deal with first. 

We are asking for $15 million additional working capital by reason of 
the fact that under present day conditions and the increasing rise in dollar 
values we need more money to finance our business. We have of course a 
great number of credit accounts represented in accounts in transit, conductors 
payments in transit and so forth, and the sheer dollar weight of these particular 
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; fechas: including inventories, means that we need more dollars to Faeace it, 


and we are asking $15 million additional working capital to meet that con-_ 


dition. Going back to the figure of $12,323,000. 


Mr. MAcCDONNELL: May I ask a further dieeHont: “Your Wien for equip- 
ment for 1952 strikes me as being so small—$2 million. 


Mr. GorDON: That represents only a portion of the equipment which was 
newly ordered in 1952. 


Mr. MACDONNELL: You are talking about the 1952 figure? 


Mr. Gorpon: Yes. That shows you only a portion of the figure for new 


equipment newly ordered in 1952 and delivered the same year. Most of the 
equipment which we ordered in 1952 will not be Genes until 1953, and you 
will pick that up as we go through. 

Mr. MAcCDONNELL: But I inferred from what you said that a considerable 
amount of the equipment delivered in 1952 was additional to what you 
ordered previously. 

Mr. Gordon: That is quite right. 

Mr. MACDONNELL: Where is that? 


Mr. GORDON: You will pick that up as we go through. This is an attempt ~ 


to confine to the one year the new projects and newly initiated purchases for 
that year which required expenditure in that year. The thing to grasp about 
our capital budget is that it is in three sections. We have projects, and I 
included in expenditures for “additions and betterments” equipment which 
may have been started in a previous year and which had not come to com- 
pletion until the present year and will be paid for in the present year. There 
will be purchases which we start this year and on which we can get delivery 
this year either in the form of work completed or equipment completed and 
that would be included in the budget for the current year. We will also have 
purchases again included in betterments and new equipment which we have 
commenced or ordered in this year and which may not be delivered until next 
year or the year after, or the year after that, and what we do is to show you 
in this section only that small, relatively small portion which we commence 
this year. The next stage will show you the cash implication, the money we 
need to pay under both headings for previous purchases delivered this year, 
and new purchases completed this year, and then we will ask you for authority 
under the Financing Act — which will come up in this budget — to commit 
ourselves for future deliveries and expenditures which the Minister of Finance 
will need in due course to recognize that we have entered into these commit- 
ments. We have undertaken commitments and we have to commit ourselves, 
for instance, to the purchase of equipment which may not be delivered for 
several years, hence no cash is needed this year, but the Minister of Finance 
is in a position and the Canadian National is in a position that we have 
committed ourselves for that particular project and we are asking in the next 
page for authority from you to recognize that commitment so that in a future 
financial budget in the next year, or the year after, the government of the 
day, whichever government it may be, will recognize that commutment because 
it is being authorized now. 


Mr. CARTER: Is expenditure on Rate: included in this budget. 


Hon. Mr. CHEVRIER: No, they are in the estimates of the Department of 
Transport. 


Mr. MAcCDONNELL: One question. If I have understood you correctly this 


figure in the capital budget for 1953 is in no sense a statement of the capital | 


budget. It does not include capital amounts which you have to pay in 1953, 
but let us say equipment contracts which you made in 1952. 


-Mr. Gordon: That is shown on the next page. 
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Mr. MAcDONNELL: I am going to make this suggestion. I think a person 
reading this would find it rather difficult without your explanations. 

Mr. GORDON: You see there is this point about it. I fully sympathize with 
you. We have thought it very advisable to set forth clearly the difference 
between the new items which we are asking for authority for this year. 

Mr. MacDouGALL: Could you give an explanation for the capital budget 
for 1953 not including items contracted for in previous years which are to be 
paid for in 1953? 

Mr. Gorpon: I have attempted to do that on the next page which covers 
the financial authorizations required this year. © 

The CHAIRMAN: Capita budget, 1953? 

Carried. 


Mr. FuLTON: Just before we leave this page. I am puzzled by this thing 
too. Do I understand that this budget is in the nature of a budget where as 
you show here you have a figure of approximately $10 million for new equip- 
ment that you expect to have to pay this year for new equipment? 

Mr. GORDON: Yes. 

Mr. FuLTON: And that it is in the nature of a budget, and if in fact you 
should be over estimating the deliveries you will get and you only get delivery 
of $8 million, does that leave you with a surplus in your capital budget of $2 
million. 

Mr. GorDOoN: No. We will have to come back next year and ask for a 
revote. 

Mr. FULTON: Perhaps I misapprehended the nature of this budget. Will 
parliament be asked to vote the sum of approximately $10 million for that item? 

Mr. Gorpon: It is included in the other financial authorities which will 
cover our cash expenditures in 1953. What I am trying to set up here is to show 
you in 1953 the new thoughts which are summarized in that table. I will show 
you in the next page the cost of all items which have been previously authorized 
but which have now got to be paid for in 1953, and I will also show you what 
portion of that represents revotes and so forth and they are all spelled out 
with the intention that the financial authorization we will ask parliament to 
approve following the recommendations, I hope, of this committee will cover 
the actual payments to be paid this year, but will also authorize us to make 
commitments for things to be paid in later years. 

Mr. Futon: Now I understand the picture. One final question with regard 
to your additional working capital figure of $15 million. Does the same prin- 
ciple apply that if by chance you should not need the whole of that working 
capital but have, let us say, a surplus of $2 million? What happens if by any 
chance you should not need that but have a surplus? 

Mr. Gorpon: This authorizes the minister to let us draw down from him 
$15 million over the year. If we find we do not need it we will not ask for it 
and it will lapse until next year. 

The CHAIRMAN: Carried? 

Carried. 


Mr. Gorpon: Turning to page 2, which is the operating heart of our 
budget, you will find a total which I took you through of $37 million which is 
now the first item you see in this table to be authorized. Then we show branch 
lines, Sherridon-Lynn Lake on which we estimate we will expend $2,758,513 


this year, then Terrace-Kitimat line on which we estimate we will spend 


$6,580,000 and then under that are the revotes, $35,561,634, previously auth- 
orized to be paid for. Under the heading of new equipment you will find there 
72990—134 
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we expect to spend $2,366,985 which was authorized in the Financing and 
Guarantee Act 1952. That is an over-run on our original cost. When we 
present to you the cost of our equipment we are obliged to deal in basic 


figures subject to escalator clauses and this is an authorization covering the 


escalator clause of 1952 authorization. 

Mr. MacDONNELL: Does that mean the total pe it for new equipment 
is $9,900,000 for the current year? 

Mr. Gorpon: No. I will deal with that in a moment. Previously 
authorized by the Financing and Guarantee Act, 1951, 1952, are those three 
figures there. This is a financing statement of $130 million. We show you 


there that we expect to finance ourselves so to speak to a total of $19,900,000 | 


out of our depreciation reserves and we will get from the government from 
sale of preferred stock $21,600,000, so there is a net figure of $88 million. 
Note number one tells you that the Financing and Guarantee Act, 1952, which 
has already been authorized, will now call for an expenditure of $31,707,000 
for equipment ordered prior to 1953 but which will be delivered in the first 
half of 1953. Now, the Payment authority must be recognized. The equipment 
will be delivered. 

Note number 2 means we are asking for authority to place orders for new 
equipment in 1953 in the amounts of $3,765,000 and $54,534,000 to be included 
in the 1954 budget, none of which equipment will be delivered in 1953. And 
if you turn to page 9(g) you will see the details of the equipment there. 
That is a commitment authority, not a financing authority. The detail there 
just shows you the different kinds of equipment and to the best of our belief 
the total of the estimated cost of that equipment, and I say this will come 
before you again in later years for the cash authority. At the moment we 
are only asking authority to commit ourselves to place these orders. 

Mr. MAcDONNELL: Could you at this point just give us the over-all figure 
spent on equipment, let us say, over the last three years, year by year, if 
that is convenient. 

Mr. Gorpon: In 1951 our total new equipment cost us $56,554,000;. 
1952 our new equipment cost us $82,025,000—that covers, of course, lnecengetecs 
freight cars, passenger cars, etc.; the 1950 figure—I think you said three years 
—was $22,868,000. 

Mr. FOURNIER: Would you mind repeating the figure for 1951? 

Mr. Gorpon: In 1951 the total figure was $56,554,000. 


Mr. MAcDONNELL: Is it possible for an answer to be given to this question? | 


_In the state of your equipment I suppose that there was a lag during the war. 
Is it possible to ask you to forecast over a period of years what is something 
of the normal growth? Here we have an average figure of about $50 million 
a year for three years. Now, is there any reason to believe that will continue 
to be the requirement? Are we piling up equipment, are we repairing 
deficiencies to the extent that we can look forward to less expenditure, or 
is it the opposite, or are we about even? 


Mr. GorRDON: We are picking up in the course of about two years a very 


serious lag in connection with our passenger equipment. That total passenger 


equipment program is— 

Mr. MacDONNELL: What is the value of passenger equipment against 
freight, roughly? 

Mr. GORDON: —is about $57 million, maybe $60 million, in the air, so to 
speak, in the form of passenger equipment ordered, and now in process of 
being delivered, the first of which will start about the end of this year. We 
hope that $60 million will pick up what I will call the backlog to bring our 
passenger equipment up to a reasonable basis, and it is the plan from year to 
year to try to keep that on a more regular basis instead of having what was 
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in the past, a sort of feast or famine. There have been no passenger equipment 


orders of any consequence placed by the Canadian National Railways since 
as far back as 1935. That is what I call the backlog, $60 million which 
represents an effort to meet the backlog. From 1940, for instance, up to 1950 
there was a total expenditure for passenger cars of $25 million. That represents 
an average of about $24 million a year. Now that only covered a sort of 
replacement for wrecks and things of that kind. It did not take into account 
any effort to meet modernization or increased traffic. 

Mr. MACDONNELL: That is passenger? 

Mr. GORDON: Yes. 

Mr. MacpdoNNELL: Could you give a similar figure for freight equipment? 

Mr. GORDON: Yes, in the eleven year period 1940-1950 our freight car 
equipment expenditures totalled $148 million. 

Mr. MACDONNELL: You mean the value or the purchase price? 

Mr. GorRDON: That is what we spent, $148 million. Our grand total in 
those years covering steam locomotives, freight cars, passenger cars, and other 
motive power totalled $223,400,000. 

_ Mr. MAcpoNNELL: In other words, less than $25 million a year. 

Mr. Gorpon: That is right. Less than that—about $20 million a year. 

Mr. MAcCDONNELL: In the last few years we spent about $50 million a 
year? 

Mr, Gorpon: No, we have got more than that; it would be nearer $80 
million a year. © 

Mr. MACDONNELL: All right, then. I accept that figure. I think the figures 
you gave me were, 1951, $56,554,000; 1952, $82,025,000; 1950, $22,868,000. 
That looks to me like about $50 million a year. 

Mr. Gorpon: I see what I have done. I have included 1953 in it. You 
are quite right, yes. I was really thinking in terms of 1951 because I am 
thinking of my years, so to speak, 1951, 1952, 1953. 

Mr. MACDONNELL: Have you 1953 there? 


Mr. GORDON: 1953—that is what we are now discussing. We expect to 
have to spend on delivered equipment,—no matter when it arose in the 
matter of years—we expect to have to pay for it about $89 million this year. 


Mr. MACDONNELL: Is it reasonable to expect that within measurable time, 
two, three or four years, that your purchase of equipment will drop, or will 
there be all kinds of these new things you will have to have? 

Mr. GorpDon: I will put it this way. This year will take care of what I 
have been calling the backlog of equipment— : 

Mr. FRASER: Which should have been ordered? 

Mr. GORDON: —which should have been ordered, if you want to put it 
that way, and from here on we will try to keep up to date in terms of equip- 
ment required for increased traffic or current facilities. It will be a current 
program. That program will depend on the rate of the economic growth of 
Canada, increase in the traffic, a new program such as dieselization, or other 
new requirements which might arise. 

Mr. FRASER: Would you include modernizing, in order to get traffic? 

Mr. GORDON: Modernizing would be included in that, but what I am 
trying to say is it would be a current program. 

Mr. FOURNIER: Do you have any figures as far as the Canadian Pacific is 
concerned? 

Mr. Gordon: No, I have no Canadian Pacific figures before me. I have 


- quite enough trouble in dealing with my own. 
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Mr. MAcDONNELL: It would be a natural thing for us to want to know. 

Mr. Gorpon: I think I can get the figures for you. I examined them 
when I was thinking about it. I can say in a general way that the Canadian 
Pacific have announced a program which will possibly result in a capital 
expenditure of $500 million over the next five year period. 

Mr. FOURNIER: What is the figure for the Canadian National? 

Mr. Gordon: Whatever this committee, in the goodness of its heart, is 
prepared to recommend. . 

Mr. MAcDONNELL: You know that we recommend what you recommend 
in the goodness of our hearts. 

Mr. Gordon: I would like to believe that. 

Mr. MAcDONNELL: Can we ask you to give us a few figures for com- 
parison? It is very natural to compare them with the Canadian Pacific. Do 
not bother now, but I would suggest tomorrow it would be very interesting. 

Mr. Gorpon: I was hoping we could pass the budget. 

Mr. Fournier: If we could get them tonight, it would be better. 

Mr. Gorpon: I will be prepared to speak to that tomorrow morning, yes. 

The CHAIRMAN: The arrangement was that we were not to meet until 
tomorrow afternoon. 

Mr. Gorpon: Perhaps I might make this general comment. We are in a 
different position from the Canadian Pacific. It is a fact that the Canadian © 
National is the development railway of Canada today. We are in the areas 
of Canada which are expanding rapidly, and because of that fact the provision 
of services is likely to be much greater, I would think, than in the more settled 
areas in which the Canadian Pacific Railway runs. 

Mr. MAcDONNELL: When you give us the figures tomorrow Sruihia you give 
us the figures on development lines of the Canadian National as compared with 
the Canadian Pacific? 

- Mr. Gorpon: I shall try to do that. 


The CHAIRMAN: We are adjourned until 3.30 o’clock tomorrow afternoon. 
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_ EVIDENCE 
MaArcH 25, 1953. 


The CHAIRMAN: Gentlemen, we have a quorum. Shall we carry on with 
the budget? 

Mr. MAcCDONNELL: Mr. Chairman, I have a general queen. I believe it 
is not a controversial one, but I should like to bring it to your attention if you 
think it is proper to have it discussed? It was discussed in the House of 
Commons. It is the matter of the personnel of the Board of Directors. If you 
tell me that I am out of order, I shall stop right here, but I think it is a matter 
of great importance. 

The CHAIRMAN: I do not consider it is out of order. 

Mr. MACDONNELL: I would like to make one or two observations. I have 
two observations to make about the Board of Directors. I do not take directors — 
too seriously. I was once a director myself in a small way and I know that; 
while directors do not count very much in the operation of a company, they 
do count a bit. I suggest that in a vast enterprise of this kind there is a special 
reason. I suggest in particular—although one must not press this too far— 
that there should be more regard paid to geographical representation than is 
paid now. I may be wrong, but I think there should be more regard than there is 
to the factor of geography. That raises the question first of all with respect 
to the residence of these gentlemen. And there is another question. 

I do not happen to know all the directors. I wish to make it clear that 
I have not a single word of criticism to offer, but the only one of the directors 
whom I know is Mr. Symington, and he is a man of the widest business 
experience. 

Mr. McLure: He is the man who made the TCA what it is. 

Mr. MAcCDONNELL: I think that directors are important. First of all consider 
the Canadian Pacific Railway. In that company you will find a large board of 
directors. There are two main reasons. First of all, directors are expected to 
help in getting business. Secondly, there is the fact that in the directors the 
president can have a sort of reserve experience and judgment to draw upon. 
I think that is all I need to say. That is my own feeling. I would like 
Mr. Gordon to say a word about the geographic aspects of the matter and their 
bearing upon this huge effort which is the biggest railroad in Canada. 

The CHAIRMAN: It is certainly the biggest railway in the world. 


Mr. MAcDONNELL: I am underestimating, Mr. Chairman. I nearly always 
do. 

Hon. Mr. CHEVRIER: I presume what you have in mind, Mr. Macdonnell, 
is the enlargement of the board of directors because of the enlarged operations 
of the Canadian National Railways? 

Mr. MACDONNELL: That is right. 

Hon. Mr. CHEVRIER: Mr. Gordon can speak concerning the qualifications 
- of these gentlemen better than I can because he is in constant consultation 
with them and meets them each day. I think there is now a pretty good 
geographical representation. for instance, Mr. Gagnon represents the province 
of Quebec. Mr. Northey represents the province of Ontario. Mr. Symington 
was originally from western Canada. Mr. Brenan is from Saint John, New 
Brunswick, Mr. Parker is from Winnipeg, and Mr. Daly I think is an easterner. 

Mr. MACDONNELL: I think you have answered one of my questions which 
was on distribution. I come back to the question of size. 
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Hon. Mr. CHEvRIER: That has been considered from time to time. It may 


be that the time has arrived to enlarge the board of directors, but that is a © 
matter for government policy. That could not be done without an amendment 
to the present legislation. Any consideration that has been given to it, of 
course, has been given to it in the light of. the matters which were under con- 
sideration at the time this came up for discussion along with many other 
matters concerning the affairs of the Canadian National Railways. I have 
reference now to the matters touched upon by the Royal Commission on 
Transportation. 

Because of the large number of amendments which had to be brought down 
to railway matters and particularly to the Railway Act, it has not been deemed 
advisable to increase the board of directors of the Canadian National Railways. 
I am not intimating that that is going to be done. What I say is that it is being 
given consideration and I think at the next or at some subsequent session of 
parliament it will be necessary to amend some of the Acts, or several of the 
Acts having to do with the operation of the Canadian National Railways. And 
it may well be that at that time consideration will be given to the matter of 
enlarging the board of directors. 

Mr. PoutiotT: Will you please tell us, Mr. Minister, what the remuneration 
is of the board of directors? 

Hon. Mr. CHEVRIER: It is $5,000. 

Mr. PoutiotT: Just that, and travelling expenses when they go on railway 
business. 

Hon. Mr. CHEVRIER: That is right. 

Mr. PouuiotT: According to the law those gentlemen are the official repre- 
sentatives of the Canadian Government and they form the Canadian National 
Railways Company. ; 

Hon. Mr. CHEVRIER: They are the official representatives of the people of 
Canada. 

Mr. Poutiot: They are the representatives of the people of Canada eat 
they are appointed by the government, and they are the Canadian National 
Railway Company. 

Hon. Mr. CHEVRIER: That is right. 

Mr. Pouniot: And when the company is sued, it is they who are sued in 
their official capacity, or the corporation of which they are directors? 

Hon. Mr. CHEVRIER: They are sued as a corporate entity. 

Mr. PouLioT: It is in their capacity that the company is sued, as formed 
by them? 

Hon. Mr. CHEvRIER: They are not sued individually. They are sued 
corporatively. a, 

Mr. PouuiotT: I do not know what is their practical use, but I presume 
they are very useful. I find they are the link between the government and 
the Canadian National Railways. Is it not so? 

Hon. Mr. CHEVRIER: Yes. 


Mr. PoutioT: And if a Member of Parliament writes to a director, let us 
say, on behalf of a railway employee, or to ask something, is it politically 
interpreted? 

Hon. Mr. CHEvriIER: I think if you are writing to the minister, that is a 
different thing of course. But if you write to the directors of the Canadian 
National Railways, it depends a great deal upon the tenor of the contents of 
your letter. When you ask me a general question like that it is rather difficult. 


for me to answer. But if you were to put a specific question to me, pores I 
could answer it yes or no. . 
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Mr. PouLioT: I will tell you why I ask that. The day before yesterday I 
listened to Mr.:Gordon and he said that sometimes he received letters from 
parish priests, from mayors, and from citizens of a locality on behalf of this 
or that person. But he did not mention a member of parliament. I do not 
see why, because I am a member of parliament, that I should be precluded to 
write to Mr. Gordon. 


Mr. Gorpbon: No, I did not intend. to suggest any such thing. As a matter 
of fact, we welcome any representations from members of parliament respect- 
ing matters affecting their constituencies. We recognize the fact that they 
represent the people in their constituencies. In fact, we receive a great number 
of letters from members of parliament which are quite appropriate. If a 
member of parliament wishes to write me at any time about conditions in his 
district, or to make a suggestion about what he thinks might be an improve- 
ment, or wishes to criticize the services we have to offer, or asks for information 
about any proper thing in regard to the railway operations, it would be perfectly 
all right, and I would not construe it as political interference at all. 

- Mr. BRowneE: Including staff? 


Mr. Gorpon: Including staff. I receive many letters making representations 
on behalf of employees and it is perfectly all right. Let us say a clergyman or 
a member of parliament writes to me and says: “I know that Mr. Jones, 
one of your employees, has had some bad luck. I find that he has been 
disciplined, and I would like to intercede and say a word for him’’. 

Mr. Pouuiot: He has a large family? 

Mr. GorRDON: Yes, he has a large family. He always does. You must be 
thinking of your own constituency. We are only too happy to reply to those 
letters and give such information as we feel we can, in order to show, with 
respect to the representations coming from a person, from any person who 
is taking it up with the management, that we are attempting to be fair. I do 
not construe that as interference at all. 

Mr. BRowneE: Even though it is turned down by the district management? 


Mr. GorDON: Quite so. We have many cases where a ruling has been 
given by the district manager or superintendent. Then some local person, 
frequently and obviously a member of parliament—because after all he is 
the representative of public opinion in that district—will write to me or to some 
other official in the railway and make inquiries about it.. I think that is 
perfectly proper. No criticism can be offered of that at all. It is only when 
there is an attempt to put pressure upon management improperly that it could 
be called interference. 

Mr. Poutiot: I find your answer very satisfactory and I will tell you why. 
With all due respect, the other day the chairman quoted things that some 
important gentleman such as Mr. Arthur Meighen, or Sir Thomas White or 
Sir George Foster had said. I remember that Mr. Meighen did not exist at 
the time of my father but my father spoke very contemptuously of Sir George 
Foster and of Sir Thomas White. I did not find it a doctrine according to my 
taste. I went to the back history and I found the doctrine of Laurier, and 
what he said was exactly in accordance with the doctrine of Laurier, that 
members of parliament should not put out considerations of any type in matters 
such as that. 


Mr. GorRDON: Quite so. I can say that in my experience in the railway 
I have had no example that I could properly quote of there being improper 
political interference with the railway. The sort of thing that would be 
improper interference would be for a member of parliament to write to me, 
let us say, about a staff matter, or about the management of the railway. 
I would reply explaining what our attitude was. And then if that member said: 
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“Mr. Gordon, I am going to go over your head and try to get your ruling 
reversed. I will go to a member of parliament or to the Minister of Transport”, 
or if a member of parliament should come to me and threaten me or try to 
influence my judgment by threats or activities which would put pressure upon 
me, that would be improper. But nothing of that sort has ever happened. 


Mr. PouLiotT: We can speak to you without threatening you. 


Mr. Gordon: Absolutely. In fact, you could even threaten me in proper 
circumstances and I would not regard it as improper. 

Mr. PouLiotT: Well, I never threaten anybody. 

Mr. Gorpon: That is quite right. 

Mr. GEORGE: Yesterday Mr. Gordon made two statements with regard to 
labour relations. Now, I have not read the verbatim reports. containing 
those statements, but it seems to me that the substance of it was, firstly, that 
they were going to asess—that is, the railways were going to assess their 
labour relations and have a look at the whole scheme again. I believe 
-Mr. Gordon also pointed out that his officials, as well as himself, did not 
see the labour experts or representatives of unions too often in regard to 
labour pay, and what have' you, except in the case of emergency. 


Mr. Gorpon: I think there is a misunderstanding and I may save time 
if I comment on it right now. I was replying to a question by Mr. Macdonnell 
which had to do with a specific type of expert who calls himself an economist 
giving evidence before a board of inquiry or board of arbitration. We are in 
constant touch with representatives of the unions, the chairmen of the various 
groups in the unions, the regular representatives of the men. We are in touch 
with them every day of the week. There is a close practical working coopera- 
_ tion with them in which the representatives of labour may be making 
representations on behalf of the men all the time. We also have a very useful 
labour-management cooperative committee which meets regularly to discuss 
such things as working conditions or suggestions for improvements in regard 
to ordinary facilities and amenities of life. 

Mr. GreorGcE: That is a day to day affair? 


Mr. GorpDoN: Yes, that is a day to day affair. The person I was referring 
to yesterday was in the nature of some expert witness or somebody who may 
have been used by the labour unions to present a particular brief which 
dealt with highly technical analyses of statistics for presentation to the board 
as reasons for wage increases, and that man, that sort of individual, we rarely 
see. 


Mr. GEORGE: That is the point I am trying to get at. I am not an expert 
in labour relations, but in view of what you just said, and what you said 
yesterday, I was wondering if you considered getting the two groups together, 
that is, labour and management, under an independent head, such as a labour 
expert from some of the universities, to have a constant study continually 
under way of labour relations in regard to increases of pay and the cost of 
running railways, and so on, so that these sudden emergencies do not come 
upon us. 


Mr. GorDON: That is something along the lines we are trying to study 
and find a way of achieving. As I said yesterday, when we have properly 
assessed the whole field and sort of analyzed the reasons for what may be 
called the deterioration in relations between management and labour, then 
we might be able to arrange for meetings on a more detailed basis in between 
these crisis periods. We might develop something of a code of ethics—I 
referred to it yesterday as a set of Queensbury rules, if you like—with a 
sort of agreement on both sides of the picture that certain methods of procedure 
would be agreed upon as being correct. We might discuss some of our 
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problems before the expiry date of a wage agreement, so that when the 
expiry date arrives it is not a crisis date, it is simply that we then meet 
with a fairly clear idea on both sides of the ideas we have between us. We 
do not know, and neither do they—I am not speaking critically at all,— 
but under the present procedure neither side knows what the other side 
wants, thinking only of the time that is specified in the agreement whereby 
we can notify each other that we are not satisfied or we are satisfied. 

Mr. GrorcE: The other point I made, and on which you did not comment— 
maybe you should not comment on it, but it is my suggestion that if these two 
groups met, perhaps an independent party, like a labour man from one of 
the universities, could be chairman. 

Mr. GorpDon: I would not like to comment on that. I do not know whether — 
it would be practical, but it is something worthy or consideration. 

Mr. Giuuis: Mr. Chairman, I would like to ask you if Mr. Gordon got one 


- answer to a couple of questions I asked. 


The CHAIRMAN: If I may, just a minute, Mr. Gillis—we have a very heavy 
agenda for this afternoon and I do not want Mr. George to think I am scolding 
him, because it is far from it, but I do wish to ask the members of the committee 
to extend the same cooperation as you always have im te past. Mr. Gordon 
and his officials are very anxious that we should complete our work today, and 
as to the part of our work that has already been. done, the record will be 
printed and you will have an opportunity of reading it. Any of you who could 
not be in attendance when the different items were up in which you are 
interested can read the record. Please do not bring up now anything that has. 
already been covered unless it is extremely urgent. Now, as to the different 
questions which have been asked and on which material has been promised, 


- I have discussed with Mr. Gordon and he assures me he has all the answers 


ready. I think perhaps it would be more convenient to the members and would 
make a better record if we would deal with those when we have completed 
our regular work. We are now on page 2 of the budget, and at the second last 
item. That is the re-financing or financing previously authorized expenditures, 
and if you do not mind, Mr. Gillis, I would very much— 

Mr. GILuis: I don’t mind at all, Mr. Chairman, but I wonder why you have 
allowed this last half-hour’s discussion. 

The CHAIRMAN: I should not have allowed it. 

Mr. GILuis: I know that. 

The CHAIRMAN: We are now on page 2, the second to the last item. Are 
there any questions? 

Mr. MacpONNELL: I want to understand better the question of re-votes. 


I have been looking back to the Canadian National Railways’ Financing and 


Guarantee Act, 1952, and I notice in Hansard, at page 3356, a statement by 
Mr. Sinclair, then Parliamentary Assistant to the Minister of Finance, to this 
effect: 

.the law officers of the Crown have ruled that the authority 
contained in the annual financing and guarantee acts does not expire at 
the end of the calendar year. 

Now, I had understood yesterday that the view taken by the railways is that 
they did expire and that there has ‘to be a re-vote, or am I confused? 

Mr. Gorpon: Well, I am not sure that I quite grasp your remarks. I also am 
guided by the lawyers in respect to the financial authorizations which have to 
be set up to take care of the figures we are now discussing, and they inform 
me for the purpose of our financing that in the financing and guarantee act 
which will go before the House this year it is necessary to include the figures 
which are shown on page 2 of this budget, and that includes the re-votes—you 


are speaking of the re-vote figure shown here, of $35 million? 
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Mr. MAcCDONNELL: Yes. 


Mr. Gorpon: The Budget includes that figure to complete projects pre- | 
viously authorized and which now have to be re-voted in respect to that 
portion of them which is not complete. There is a distinction between the ° 


authorization and the authority to the Minister of Finance, the authority, 
rather, in the Financing and Guarantee Act for the Canadian National Railways 


to finance it. ‘What we are discussing here is the Financing and Guarantee © 


Act, which will enable the Canadian National Railways, if it is decided that 
way, to go to the market and raise money or to go to the Minister of Finance 
and say to him, ‘Would you rather lend us the money than have us go to the 
market at this time?” There are two ways open to us: we have to have 
authority to borrow—and this is really the authority to borrow—either by 
way of bonds or advances by the Minister of Finance. . 
Hon. Mr. CHEVRIER: This year’s Act, as I understand it, will carry the same 
re-votes as last year’s Act, which carried re-votes for the previous year of 


$93,647,760. It was re-voted in the Canadian National Railways’ Financing 
and Guarantee Act of 1952. ; 


Mr. FULTON: Then the re-votes Mr. Gordon was discussing, that Mr. Gordon 
save us an answer about yesterday in answer to my question last night, would 
be a different type of re-vote. I asked you if you—supposing in your -capital 


item for new equipment here, the capital budget item for new equipment gave 


you autorithy to spend $10 million, but you spend only $8 million—I asked you 


if it would be necessary to re-vote $2°million and you said yes. That would 


be a different expenditure than the type we are discussing on page 2? 

Mr. Gorpon: If you look at sheet 2 of the budget, I have an item shown 
there of $35,561,634, re-votes under the general heading of capital expenditures. 

Mr. MACDONNELL: Perhaps this will help me. Is that figure taken up by 
the Financing and Guarantee Act which comes along later? 

Mr. Gorpon: That is it. Then the next figure, this is capital re-votes. The 
last figure down there is really the re-vote figure for equipment. You see that 
is authorized pursuant to the Financing and Guarantee Act of 1952, $36 million. 
That is the re-vote for equipment which had been previously authorized. We 
have been authorized to commit ourselves for that, and now we have to finance 
it this year and that is included in the financial authorization we are now 
asking. 

Mr. MAcDONNELL: Then you are not going on the statement that the law 
officers of the Grown have ruled it does not expire, you are acting on the under- 
standing that it does expire and requires a re-vote? 

Mr. GorpDon: That is my understanding. 

The CuHarrman: I think perhaps before you leave that there is a little 
confusion. Authorization of the commitment does not expire. There is a 
difference between the authorization of the commitment and the authorization 
for the spending of the money. 

Mr. Gorpon: That is the point, Mr. Chairman. 


Mr. MacDoNNELL: I just want to come back to these figures of the Act of 
a year ago, because the figure $202 million—I am just examining that to see 
whether the commitments are separate. They are commitments as you say? 

Mr. Gorpdon: This upper portion here is to show the figures on which we 
need authority to spend money this year. Then underneath, the commitments 
that we are asking for this year are shown in notes Nos. 2 and 3 at the bottom 
of the page, maybe for next year or the year after. 

Mr. MAcDONNELL: That is right, there is a paragraph in this section which 
does authorize commitment. Perhaps I had better show you that. Can you 
follow through this figure of $202 million? Those are not commitments, those 
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are actual. It is the follow through I am after. Will you see if I am right, that 
those are not commitments? 

Mr. Gorpon: I can take this statement here and trace it right on the state- 
ment here if that will help you. 


Mr. MACDONNELL: Yes. 


Mr. Gorpon: All right. The $27 million shown here—I am talking about 
Hansard at page 3356 of June 17, 1952. You will see the $23,014,271 figure 
there is shown on your table there. Now, that is last year’s figure and there is 
the comparative figure for this year. If you take this figure here of $27 
million, you will find that on page 1 of the budget, which shows there, and the 
comparative figure this year is $12 million. Now, then, we have established 
that. This branch line construction of $7,800,000 you will find that there and 
the comparable figure $2,758,000 for this year. This $2,413,000 ordered and paid 
for in 1952 should be shown right there and that brings you down here. 


Acquisition securities you will find also on page one, $516,000 shown last year, 


this year $293,000, a small item. Then, additional working capital $15 million 
again on page one you will see $15 million last year and $15 million this year. 
Mr. MAcDONNELL: This is working capital? | 


Mr. GorDON: That is right. It is shown here. That takes care of all the 
figures here with the exception of the bottom one, except the $50 million item. 
There is the foot-note item shown at the bottom of page 2, and this year we 
are making it $80 million. I will give you a word of explanation. That $80 
million does not give us any authority that is not contained up above here. It 
is merely a means to give the Minister of Finance the authority to make us an 
advance between the period of January Ist, 1954 and June 30, 1954 in 
connection with items which may have been previously authorized as a commit- 
ment but which have to be paid for in that portion of the year before we are 
able to get our 1954 Financing and Guarantee Act approved. 


Mr. MacDONNELL: Would it only effect the orders you have given before. 


~~ Could it not be used for expenses originating in 1954 itself. 


Mr. Gorpon: No, it could only be used in regard to commitments. It is 
a temporary authority to give the Minister of Finance legal power to finance 
us temporarily, because at this time we only bring the budget here now, 
and it will come before the House of Commons next month. In the meantime 
he has not the technical authority. Last year you gave us that authority for 


$50 million which we are now working on this year. I am now asking 


authorization on that figure of $80,000,000 but it does not add to the overall 
authority. It is merely a technical means of regularizing the action in 
regard to authority. 

Mr. BROWNE: You said for 1953. 

Mr. Gorpon: No, 1954. The figure as given in Hansard was last year $50 
million and that covered January 1st to June 30th this year, 1953. Now 
this year we talk about $80 million which would cover the same, a similar 


_kind of thing, up to June 30th, 1954. 


Mr. BROWNE: That Act was passed in 1953. 

Mr. Gordon: No it was not. This one is being passed this year. 
Mr. BROWNE: That-bas based on last year. 

Mr. Gorpon: That is right. 

Mr. BRowNE: Now you are going to pass another this year. 


Mr. GORDON: Yes, we are now going to pass another this year which 
will become effective next year, and that will cover the $80 million that is 
covered on the figures shown in that table. 


The CHAIRMAN: Now gentlemen— 
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Mr. MAcDONNELL: Footnote 2 says: 

“Authority is requested to place order for new equipment cantataad in 
the 1953 budget program in the amount of $3,765, 000 Sig page §'.(F).” 

What is that? 

Mr. GorDON: Just turn over the page and you will see page 8(F) which 
sets out the detail. Note (F) at the bottom. That shows you the portion 
—you will see that on page 8(F) $9,959,000. A portion of that is covered 
in page one and that is the portion we think we will deliver this year, 
but our total orders would be $13,724,000 so the difference between a $9,900,000 
and the $13,724,000 is now being authorized as a commitment because we will 
not be paying for it until a later year. That covers one portion. The next 
portion on note 2 is $54,534,000 which you will find on page 9(G) and specified 
there is the authorized commitments we are proposing to buy, and which will 
not be delivered until, we think, 1954. So, I am asking you now to give us 
authority to commit ourselves to the purchase of the items detailed therein. 

Mr. FuLTON: That is in 1954. 

Mr. GorDoN: Yes and next you will find this item of $54 million, that will 
be shown in the financial authority for next year. The same thing applies 
in regard to note 3. This covers general additions and betterments and that is 
the only difference and you will find that on page 3: That is the commitment 
portion of that. 

Mr. MAcCDONNELL: The only question I have here is, there is a figure 
I have noted down, and I do not know where it occurs, saying that the 
increase in your borrowed capital in the year 1952 was $97, 164,000 and the 
increase in assets was about $135 million. 

Mr. GORDON: Yes. 

Mr. MAcDONNELL: Now, would part of that come from the purchase of 
preferred stock. 

Mr. GorDoON: Yes, and the rest from depreciation. 

_The CHAIRMAN: Any further questions on page 2. If there are no further 
questions on page 2 we have completed the budget. The underlying pages 
simply deal with details. Pages one and two are the heart of the budget. _ 
Mr. FULTON: I think there is an explanation for page 3, and there is not 

for additions and betterments. 

The CHAIRMAN: All the subsequent pages are simply details and one 
and two are— 

Mr. FuLtTon: I do not see the additions and betterments. ' 

Mr. Gorpon: I see your point Mr. Chairman. You will notice that in 
the note we have placed here for additions and betterments. 

Mr. MACDONNELL: What page is that. 

Mr. Gorpon: Turn to page 2. That is the one Mr. Fulton was Bee 
about I understand. In the note on page 2 we referred to general additions and 
betterments and page 3 shows you the detail as to how we arrive at that. 

Mr. MACDONNELL: Where do we get that commitment figure. 

Mr. GorRDON: These two items you see in the summary there, commit- 
ments re-voted $8,153,000 and commitments new funds $8,252,000 jointly 
makes the $16 million and you will notice the next figure there of $12 million 
is our present year’s figure as shown on page one. 

Mr. MACDONNELL: You will tell the Department of Justice they are wrong 
about this, will you not? 

Mr. GorDon: I am beginning to realize it is much wiser not to tell any- 
body that they are wrong. Life is much more comfortable. : 


The CHAIRMAN: Shall the budget carry? 
Carried. 
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Mr. GInuis: Just a minute. You mean this whole thing? 


The CHAIRMAN: All the rest is underlying material. Pages one and two 
are the heart of the budget. 


Mr. GILLIS: There are items on here that I want to question. 


The CHAIRMAN: Well then, that is all right. Would you please ask your 
questions. 


Mr. GILLIS: It is on page 8. The answers that Mr. Gordon was to give 
me on the questions I asked yesterday would be relevant to what I am going 
to say now. But I notice that on page 8 the C.N.R. has quite a program for new 
diesel equipment in 1953 and 1954. Now, that question of putting diesels on 
the eastern end of that run from Montreal to Nova Scotia has created quite 
a controversy. The people in Nova Scotia, the small operators and the pro- 
vincial government are of the opinion that it is the dieselization program that 
is taking the market from the small operators. Mr. Gordon yesterday in his 
analysis of the situation definitely pinned the matter down to cost. He said 
he would take all the coal from Nova Scotia that could compete within reason 
with American coal in that area. 


The CHAIRMAN: For a substantial number of years. 


Mr. GILLIS: That is right, and the figure that he gave was in regard to 
the cost of American coal versus Nova Scotia coal laid down in Moncton. 


Mr. GoRDON: These are only two examples. 


Mr. GILLIS: That is right. I have a telegram here from the Minister of 
Mines of the province of Nova Scotia which was sent to Mr. McCulloch and 
he passed it over to me. The member for Inverness-Richmond, Mr. Carroll, 
who is not a member of this committee had the same telegram. The minister 
of mines in Nova Scotia questions your figures and I would like to read 
the telegram for your benefit. It congratulates Mr. McCulloch on his stand 
before the committee and states: 


Re Gordon’s statement relative cost American Sydney coal laid 
down Moncton at $12.33 and $13.04 respectively suggest he can arrive 
these figures only by using different basis for freight cost. Cost screened 
coal Sydney $9.30 freight rate to Moncton $2.80 total $12.10..To arrive 
at $13.04 he must use an O.C.S. rate of eleven mills. American. 
coal cost at mine $3.90 freight to border $4.65 plus duty fifty cents less 
exchange 20 cents leaves freight rate from border to Moncton $3.48 
for 314.7 miles gives an O.C.S: rate of 5.6 mills as against 11 mills used 
against Sydney coal. An agreement now exists whereby railway will 
charge no more than 5 mills which should make freight cost to Moncton 
$1.71 added to cost at Sydney $9.30 should leave laid down cost at 
Moncton $11.01 instead of $13.04 quoted by Gordon. Understand de- 
cision to be reached Wednesday on Drummond order. 


A. H. McKinnon, Minister of Mines. 
Now, if Mr. McKinnon is correct in his figures in this telegram Sydney coal 


can be laid down—that is from any point in Nova Scotia, and I think he gives 
right down to Sydney, would make quite a difference in the figures in the 


_ area that we were discussing for the small operators. 


Even shipping Nova Scotia coal from Sydney to Moncton under the 
arrangement Mr. McKinnon sets out here could beat your American price by 
more than $2 in Moncton. I do not know whether it is correct or not. I would 
like Mr. Gordon to take a look at that proposition because if he is right in that 
cost is the only factor than there is not any problem and of course— 

Mr. GorRDON: You mean no problem on the basis of these figures. 
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Mr. GILLIs: That is right, and of course if it is the installation of diesels 
which I think it is—I pressed that yesterday, and Mr. Gordon was going to 
take a look at it. The answer that Mr. Gordon was to give me today would 
have some relation to that. I would like to know how fast that market is 
dropping off. 

Mr. GORDON: ‘Perhaps I can deal with the question first. The question you 
asked yesterday was the tonnage purchased by the Canadian National Railways 
from the small operators in Nova Scotia laid down at Moncton for 1951 and 
1952 that will give you an idea of how fast that market is dropping off. 

I have not got the figures yet, so I am not able to answer the question as 
regarding the coal coming out of specific coal mines laid down in Moncton, 
but we will get these figures for you, although not for this meeting. I can get 
in touch with you later. 

One of the difficulties arising out of trying to compare any of our costs is 
that disagreement exists in connection with a five mill per ton mile rate in 
respect to O.C.S. haul— 


Mr. Giuuis: Five mills? 


Mr. GorpDon: That 5 mills is only the basis for the subvention application. 
We do not take that. We take our actual O.C.S. cost of haul and the O.C.S. cost 
of haul varies as you can plainly see from point to point and from mine to 
mine, and it will also vary on traffic. What our purchasing agents do is that 
they use the total of our O.C.S. costs as worked out and when they get a 
quotation on coal from a given mine at the minehead, they apply the O.C.S. 
cost figure and that gives the laid down cost at the consuming point. That 
figure is not publicly known and we do not think we can make it publicly 
known because it confuses other aspects of cost in regard to general freight 
rates because we do nct weight that figure with overhead administrative costs. 
It is our purpose, and our purchasing agents are under such instructions, to 
apply that O.C.S. cost figure to the advantage of the Canadian mines wherever 
possible. We give them all the advantages we can with respect to traffic. 
What I intended to say yesterday was that when you start off with a minehead 
cost of $9.30 in Canada and a minehead cost in the United States of an average 
of $4.14 per ton, then they start off with a terrific advantage enabling them 
to absorb the costs of haulage which ought to be against American coal. 

Let me put it this way. If the minehead cost of American coal was any- 
where near Canadian coal we would not buy American coal at all, that is: 
providing we could get it from Canada. The only reason American coal 
becomes competitive at all is because their minehead cost is so low that they 
start off with a terrific advantage to overcome their natural handicap. 

The CHAIRMAN: May I ask a question on a subject I do not know too 
much about. If the Canadian National Railways accepted the arbitrary O.C.S. 
rate set down by the coal board would the maritime coal then be used? 

Mr. Gordon: It would depend on the circumstances. In some cases the 
5 mill rate is higher and in other cases the 5 mill rate is lower than our 
actual cost. I am getting into a controversial subject, Mr. Minister, perhaps 
you will guide me. 

Hon. Mr. CHEVRIER: I would like to say something on this when the 
opportunity arises. 

Mr. Gorpon: I am not sure whether I should get involved in this con- — 
troversy of O.C.S. rate and subvention rate. The point is it is not a controversy 
—I was going to say it is a difference of opinion, but perhaps that is the same 
thing. Our view is that when we buy coal we should deal with our actual 
cost figures. The Dominion Coal Board is the board I understand charged — 
with trying to help the Canadian coal industry and they take the view that — 
in the interests of simplicity and as the best way to order a subvention formula 
they have ruled when we apply for a subvention we must use the fixed figure 
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of 5 mills per ton mile. Now, that has some very peculiar results because 
in some cases our cost may be below that figure, but we still get the 5 mills 
per ton. But when our costs tend to run above that figure then you can 
see the subvention is of no particular advantage to us. 


Hon. Mr. CHEvrigER: At this point perhaps in fairness to those members 
who joined the delegation with the Minister of Mines and myself and to which 
Mr. Gillis referred in the telegram he read, I should say a word in connection 
with their representations made at that time. They made a number of 
representations to myself and my colleagues, Mr. Winters and Mr. Prudham, 
the main representation being for a delay in the dieselization program of the 
Canadian National Railways. It was my impression that the consensus of 
opinion was it was chiefly a social problem in that it affected the miners and 
the operators rather than a purely Department of Transport problem. How- 
ever, I did indicate to the members of the delegation that I would communicate 
with the president of the Canadian National Railways in so far as the delay 
-in the program was concerned but that that was a matter for internal manage- 
ment. In fairness to my colleagues I feel I should say I did communicate those 
representations to the president of the Canadian National Railways through 
the officers of the department. Now, there has not been an opportunity for 
me to discuss the matter more fully with the president of the Canadian 
National Railways since then. It may be felt that the statement which the 
president made should be relegated to the delegates directly from the minister, 
but it was brought about, as the committee knows, from the question which 
Mr. Gillis asked and the question Mr. McCulloch asked. 

Now, during the course of those representations there followed a discussion 
on the costs of coal, and there was present over and above the, Minister of 
Mines and Technical Surveys, the chairman of the coal board, Mr. Uren, who - 
gave his opinion as to these costs, and there was some difference of opinion 
as to what these costs were. I know that at the moment Mr. Prudham is 
giving some consideration to this matter. Of course, the problem can be met 
by increasing the subsidies. That would not be a matter for Transport; that 
would be a matter for the Dominion Fuel Board. The problem may also be 
met in part by a study of the costs, and I understand from Mr. Prudham that 
he is giving consideration to that now. I am sorry I am not able to give 
additional information on that and I hesitate to do it because it is not a matter 
which concerns the Department of Transport; it is a matter which concerns 
another department. There is another possibility and that is the change in 
the method of payment and it might be possible to arrive at some relief to 
these operators and to their miners by that alternative. I do not wish to 
say more than that because I am talking in a field which is not my own. 

Mr. Ginuis: I understand that. The problem properly belongs to: the 
Department of Mines and Technical Surveys and the coal board because that 
board was set up for the purpose of handling this problem. My. reason for 
bringing it up here today is the Canadian National Railways buy that coal 
and a good place to talk about it is with Mr. Gordon. But, in the final analysis 
it belongs to the coal board to iron these things out. 

Mr. Chairman, may I be permitted to ask Mr. Gordon another question? 

The CHAIRMAN: I do not intend to stop you, but I am wondering if a small 
subcommittee of this committee could not meet with Mr. Gordon and with you 
and with the appropriate officers from his organization. Today we have a large 
group with us and we cannot properly do justice to your problem in my 
judgment and cover the work we have to cover before six o’clock tonight. 
Would that meet with your approval? 

Hon. Mr. CHEvRIER: I would hesitate, with all deference, to accept that 
suggestion because already Mr. Prudham has suggested I see him about this 
matter, and perhaps Mr. Gordon and others. 
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Mr. Ginuis: I am not going to pursue that subject any “suvthier: 


The next question I was going to ask was away from this subject alto- 


gether. 

The CHAIRMAN: Go ahead. 

Mr. Gituis: Yesterday Mr. Gordon informed me ‘in . relation ih the Canso 
Causeway they had a program to shift their terminals if and when the time 
arrives to do that. I have a little brief from the town of Canso—problems 
beget problems—and they fear the Canso Causeway is going to wipe their town 


out. I do not want to read this. Mr. Chevrier has seen it. Is there any — 


program on behalf of the Board of Transport Commissioners or the C.N.R. to 
solve the problem of the 298 people employed there by the railways? 


Hon. Mr. CHEVRIER: Yes. When I was at.Canso for the opening ceremonies 
I did see- a delegate of the Board of Trade of Canso and with me was 
Mr. Macdonald, the premier of the province, and they put before me the 
difficulties in which they would find themselves if and when the causeway 
was completed, and we then felt that there should be a statement of the 
problem. In other words, how many people are now employed by the C.N.R. 
and how many by the Department of Transport and what could be done to 
take care of these groups. We have made a study and we now know we can 


take care of a part of these. Unfortunately we cannot take care of them all. _ 


We can take care of a number of them on the locks; I have forgotten the 


number. The C.N.R. can take care of a number of them from both Port . 


Hawkesbury and Mulgrave. We are giving our attention to your problems. 
Now, I am not suggesting that we can take care of them all, but I can assure 
my friend that the matter is under study. 


Mr. Ginirs: I am quite satisfied with that. I do not expect a final answer 


on that today. 


Hon. Mr. CHEVRIER: There is as you know some time left before His ES 


dislocation takes place. 


Mr. GILLIs: If the matter is under a study by the minister I know T will 


‘have a chance to dig that out. 


Hon. Mr. CHEVRIER: And we are also reporting to the province of Nova. 


Scotia, because to some extent it is their problem too. 

Mr. BRowNnE: I have a short question to put to Mr. Gordon arising out of 
the answer he gave me last night. Can Mr. Gordon tell me if the Canadian 
National Railway is considering disposing of the Newfoundland Dockyard at 
St. John’s? | 

Mr. Gorpon: Well, if I gave you that impression I certainly did not mean 
to do so. I answered your question as to whether or not—I thought you asked 
if it has been under discussion? 

Mr. BROWNE: Yes. 

Mr. GorDon: We have had a proposal, or at least a request made to us as ee 
whether we would be willing to talk about it. That is as far as we have gone 
at the moment. I have no authority to dispose of it. It is Crown property. 
But it is merely at the point that we are to discuss with this other group 
whether or not-we would be willing to make such a recommendation. 

Mr. BRowNE: Would the management be willing to meet representatives 
of the unions to discuss ways of improving the efficiency of the earache down 
there? , Let 

Mr. Gorpon: Definitely. 


Mr. BROWNE: They have been studying it themselves and they showed me 
a program which they have outlined. 


Mr. Gorpon: It would be a perfectly proper and normal thing, as I said — 
before, to bring before the labour-management committee any idea which the ~ 
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employees may have which they feel would be helpful. We would be only too 


glad to hear them at any time. In the first instance, the best approach, I should 
say, would be to take it up with the local manager there, Mr. Grayston. 

Mr. BROWNE: We have done that already. . 

Mr. Gordon: Then we will be hearing from him. 

Hon. Mr. CHEvRIER: Mr. Grayston is a very remarkable man. 

Mr. GORDON: We are only too glad to discuss it. 

Mr. FULTON: In your income account you show a substantial increase in 
government loans over last year of something over $4 million. 

Mr. GORDON: Yes. 

Mr. FULTON: While the total figure is not huge, it is $6,700,000, yet I think 
the increase is large enough to be a little disturbing, particularly since we have 
just recently refinanced the capital structure. Why were you able to show a 
small surplus last year and yet have these borrowings going on? 

Mr. GorDON: We are only borrowing for capital account. 

The only interest is government interest. It is still going up but that is 
because at the moment we are borrowing from the government instead of going 
to the market. Under normal procedure we would go to the market and sell 
our bonds to the public, and the interest would appear under ‘Interest to the 
public”. But in the last two years we have been borrowing directly from 
the Minister of Finance because, for various reasons, the Minister of Finance 
desires that we do not go to the market. Our bonds carry a government 


_ guarantee and we cannot go to the market without the consent of the Minister 


of Finance. 
Mr. FULTON: Your borrowings at the end of this year will be more than 


_ twice what they were last year, because the interest has more than doubled? 


Mr. GorDON: Yes. In the annual report at page 34 you will see how it 
appears in our financial statement. That is all in capital account. It shows 
how we finance our capital. We got from the government $18,486,540 for the 
sale of preferred stock under the recapitalization arrangement. We had certain 
retirements which netted out to $9,702,206. We borrowed for capital expendi- 
tures $94,586,864; and we retired a debt of $12,279,932. Therefore our net 


increase is $97 million, and the increase in our total capitalization is $115 


million. 
Mr. FULTON: It is the interest on borrowings which increases the interest? 
Mr. Gorpon: That is right. , 
Mr. MACDONNELL: Mr. Gordon said yesterday that he would give us a few 


illustrative figures for comparison between the Canadian Pacific and the 


Canadian National. It seems to me that with the huge investments we are 


_making, which have been explained in a clear manner, it would be of value 


to us to have some yardstick. We recognize that there are burdens on the 
Canadian National Railways which they have to carry. 

The CHAIRMAN: I intended that that would come at the end, or would 
you rather have it now? 

Mr. MACDONNELL: I thought you were leaving the Canadian National 
Railways. 

The CHAIRMAN: I said that we would take up the clean-up questions after 
we had gone through the reports and the budgets. I understood that was one 


of the clean-up questions. 


Mr. MACDONNELL: I do not care when we do it. 
Hon. Mr. CHEVRIER: Could we get on perhaps to the end? 
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Mr. MAcDONNELL: ‘You mean before we leave the Canadian National 


Railways finally? | 

‘The CHairMAN: No. I mean that we would first clean up all the reports 
and the budgets and then deal with the special questions which had been 
asked, one at a time. There are some members waiting here who want to 
ask questions on the report. 

Mr. MAcDONNELL: Very well. | 


The CHAIRMAN: Now, the annual report of Canadian National (West Indies) 


Steamships Limited. 


MONTREAL, March 2, 1953. 


The Honourable Lionel Chevrier, Q.C., M.P., 
Minister of Transport, 
Ottawa. 
Sir: 

The following report is submitted of the operations of the Canadian 
National (West Indies) Steamships, Limited, for the calendar year 1952. 

The operating results for the year compare with those of the previous year 
as follows: 


1952 1951 Increase 
Operating revenues ...... $7,449,247 $6,808,478 $ 640,769. 9:41% 
Operating expenses ...... 7,122,971 6,840,054 | 282,917 4-13% 
Operating profit or loss .. $ 326,276 So MST BMG. ibis Boku oes 


Freight revenues amounted to $5,801,570, showing an improvement of 
9-2% due principally to an increase in sugar tonnage carried northbound at 
higher rates throughout the year, and an increase in general cargo rates south- 


bound. The total tonnage carried in 1952 was 351,930 tons, or 3°4% greater 


than in the previous year. 


| 
Southbound tonnage decreased 11,207 tons, or 8:45%, due mainly to a 
reduction in the tonnage of flour to Jamaica. Northbound tonnage showed a 
gain of 22,851 tons or 11:0% due to an increase of 16°4% in sugar traffic. 


Passenger revenue increased $37,346, or 4:5%, reflecting an increase in 
- passenger travel between Canada, the United States and the West Indies, and 
an increase in inter-island travel. | | 


Charter revenues rose by 21:5% to $633,661 because of the more favour- 
able charter rates obtained for the non-refrigerated cargo vessels in the early 
part of 1952. ee 


Operating expenses increased by $282,917, or 4:1% due to the handling costs 
on the greater volume of freight tonnage carried and higher vessel operating 
costs during the year, together with increased lay-up expenses for the two 
“Lady” vessels out of service and awaiting disposal at the year-end. Sixty- 
four voyages were completed in 1952, the same number as in 1951. 


The operating profit of $326,276 compared with an operating loss of $31,576 
for 1951. After inclusion of vessel replacement fund earnings of $145,065, and 
payment of interest on bonds held by the public and on Government advances, 
there was an income deficit of $3,909 compared with an income deficit of 


4 
‘ 
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$466,992 in 1951. It will be oted from the income statement appearing on 
page 8 that the interest charges on Government advances decreased by $90,534; 
q this is due to the cancellation, effective 1st J anuary, 1952, of the liability to the 
Government in respect to the balance of advances to meet deficits incurred 
| during the development period 1929-1934. 


pcr — 


The active fleet at the year-end consisted of the following vessels: 


Dead- 


; . Gross weight 
4 Ton-. Ton- 
: ; nage nage 
q Canadian Challenger .... Diesel-powered and refrigerated .. 6,745 7,460 
4 Canadian Constructor ... Diesel-powered and refrigerated .. 6,745 7,460 
_ Canadian Cruiser ... .... Diesel-powered and refrigerated .. 6,745 7,460 
_ Canadian Conqueror .... Non-pefvigeratad iit)! eee u Ne ee 2,930 4,532 
q Canadian Highlander .... Nen- refrigerated to che le as 2,966 4,532 
_ Canadian Leader ........ Non-refrigerated .......... ese 2,930 4,532 
4 Canadian Observer...... MOM apetrIser ated. tic ue UR ee 2,967 4,532 
Canadian Victor 32.50 0 Non-refrigerated ......... Oe Soe CWE 2,963 4,532 
; 

. | | 34,991 45,040 


: -In accordance with the intention expressed in the previous Annual Report, 
the Lady Nelson and the Lady Rodney, being no longer suitable for operation 
in the Company’s service, were withdrawn on completion of the 1952 season, 
: and laid up awaiting disposal. Both vessels were sold in February, 1953, and 
delivered to the new owners. With the remaining vessels the Company is in a 
4 position to offer regular and frequent freight service which can be adjusted to 
the traffic offering. Attractive passenger accommodation continues to be avail- 
; able on the three motor vessels sailing in the Eastern service, each vessel having 
: - cabin space for twelve passengers. 


The balance in the Vessel Replacement Fund at the end of the year was 
$5,018,229 as compared with $4,685,337 at the end of 1951, the increase repre- 
senting depreciation accruals for the year of $372,392, less an amount of $39,500 
- released to meet capital expenditures covering installation of radar equipment 
on the five non-refrigerated cargo vessels. The interest earnings of the Fund 
7 for the year, $145,065, were released to the general account of the Company to 


~ 


- meet current requirements. 


4 _ The’ Insurance Fund balance was $2,354,572 against $2,046,654 at the end 
q of 1951. After providing for all losses, amounting to $113,910, the Fund had a 
surplus of $377,918 from which was appropriated $70,000 for Peart of income 
tax for the year. . 

‘ The Directors again record their appreciation of the loyal and effective 
4 services rendered the Company by officers and employees. 


4 For the Board of Directors, 


D. GORDON, 
President. 
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INCOME ACCOUNT 


a 1952 1951 
- Operating Revenues 
POURED yeh Vee a ate Rae U Ne ele Rett ee Me RPO ote yk $5,801,570 $5,312,191 
PaRsengen kc. ssc Ravteertatehngee Se bie at Peay Osa Beales eels _ 869,400 832,054 
Miscellaneous) °.... 045... COE ASI choo yeas Re oe 57,168 48,141 
PMSIGLES (iy ais cis om hed a ease ean aval a clas ite acs 87,448 94,649 
RTS GLen Ga ONRaeta le Moa OURG PEPER NI, 4 R/C a fg ey Be 633,661 521,443 
Motels arte Nae Urbane ae gas fh NC. $7,449,247 $6,808,478 
_ Operating Expenses 
WOVE ACCOUNTS: arcu a oh Gate epee ene vi 8% $6,394,663 $6,107,348 
Lay-up. expenses)... '0 6.035, Po Meer as et MTOM RITE Ne Vay) thas 46,308 11,978 
DEPTEGIatiOn."O1 FVEBSELS sw se ee ee WE wives eigeatet 372,392 371,699 
Management. and. office expenses! oo)... 500 6d. . 228,105 - 224,143 
PevisaMs hie LNG Ue naneNls Cee ua AEE ae ea Ae 22,731 1,567 
Gunes ex petises oo she wasn ace yn oreies fer ri oe 58,772 123,319 
5° Tei ape MRAM IE el le ALOE Ra MRE ld OO $7,122,971 $6,840,054 — 
Operating: proiitwor Loss e ue i $ 326,276 SHS L576 
Vessel replacement fund earnings—Cr. AeA Aen a 145,065 130,368 
Interest on bonds held by public Sag af ee seg AAT RON Be nae 470,000 ‘470,000 
Interest ‘on’ Government) advances! ek Oe). 5,250 95,784 
PorCOIG DERCIE UPd eee keine th ete, Ge ee ees $ 3,909 $ 466,992 


Note: Income tax provision of $70,000 for year 
1952 has been made from the surplus earnings of 
the insurance fund. 


PROFIT AND LOSS ACCOUNT 
At 3lst December, 1952 


Balance at: 31st December, 1951—Deficit 2.0.0... 00d eee cee lees $3,618,505 
Income deficit for the year $3,909 assumed by the 

COvernimembyor vy amadaen cee eas eta Ne Wal Ay OS GR ii See Beta ee — 
Cancellation of Government of Canada advances 


for deficits (1929-1934)—Credit ...... See BU eas HE pe eke 3,618,505 


ASBLATICE. Lab SURE I CCEMN CEL TO pO Term ik ain eee a tie be hell WL Nil 


The CHAIRMAN: And on page 13 of the budget pamphlet you will find the 
budget of the Canadian National (West Indies) Steamships Limited. 


Mr. KNIGHT: How many vessels have been withdrawn from that trade? 

The CHAIRMAN: Mr. Knight moves that we dispense with the reading of 
the report. 

Mr. KnicHT: I did not move any such thing. 


The CHAIRMAN: Well, you started to ask questions and I took it for granted 
that you would move that we dispense with the reading of the report. 


Mr. MACDONALD: I so move, Mr. Chairman. 


The CHAIRMAN: It has been moved that we Aieecnee with the reading of 
the report. All those in favour? ; 


Carried. 


- 


Hon. Mr. CHEVRIER: The budget will give you an opportunity to discuss 
anything you want. 


Mr. KNIGHT: I was going to Aek Mr. Gordon how many vessels have been 
withdrawn from this West Indies service? 


Mr. Gorpon: The two “Lady” ships. 
Mr. KnicHT: “And they were sold? 
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Mr. Gorpon: The last two of the “Lady” ships have been sold and are now 
on their way for delivery to the purchasers for the purpose of carrying pilgrims 
to Mecca. 

Mr. FRASER: That is a very appropriate task for a lady. 

Mr. KnicHt: What was the book value? It says they were sold at more 
than the book value? - 

Mr. Gorpon: The book value, net, is the ledger value after depreciation. 
Let me hesitate a moment. The reason I hesitate is that if the boats were still 
up for sale, there would’ still be objection because it might affect the market 
price. But since they are sold, it might make the people who bought them ~ 
feel that they had made a bad bargain. . 

Mr. KNIGHT: But it-says that they were sold for more than the book value. 

Mr. Gorpon: The net ledger value of the Lady Nelson was $118,400; 
and of the Lady Rodney, $109,450, making a total of $227,850. 

Mr. Knicut: Are these ‘‘Lady”’ ships of a different type from other ships 
in your trade, or are they simply given that name on account of their use? 

Hon. Mr. CHEVRIER: The ‘“‘Ladies’” were passenger ships. 

Mr. GorDoN: They were all the same except one which was fitted up with 
refrigerator space for the purpose of carrying bananas. 

The CHAIRMAN: And the sale price was what? 

Mr. Gorpon: The sale price was $750,000, and it netted us $705,000 for the 
two when it was all through. 

Mr. KNIGHT: How many ships are left in that trade now? 

Mr. GorDON: Eight ships. That is shown on page 4 of the report as you 
will see outlined there. The diesel powered ones have accommodation for 12 
passengers in each case. 

Mr. KNIGHT: The withdrawal of these ships I take it simply means that 
there was not trade enough to justify their retention? 

Mr. GorDON: We found that the operating costs far exceeded any age 
revenue. 

Mr. KNIGHT: Does the present situation suggest that there will be ree 
reduction in the trade? 

Mr. Gorpon: Not necessarily. We are at a certain stage in the West Indies 
trade. The ‘Lady’ ships were handicapped by the fact that they were 
primarily passenger ships and that they had to run according to a passenger 
schedule. They had to be in a certain port according to schedule at a certain 
time for the convenience of passengers. But the rest of the ships are primarily 
freight ships, and we can go where we can get the traffic and not have to 
conform to rigid schedules. 

Mr. KnicHT: That is why I asked you if these two ships were of a special 
type? 

Mr. GORDON: They were primarily passenger ships. It is not only the 
fact that we could not make money with them, but they were just at the point 
where they would have had to have very expensive OCS which we did 


. not care to make. 


Mr. KnicuT: I understand there are people in Trinidad who are very 
concerned what effect the withdrawal of the ships may have on Trinidad. I 
understand it is not your business to subsidize ghost towns in coal areas and 
I suppose, equally well, it is not your responsibility here, as head of the com- 
pany, to subsidize Trinidad. But in our foreign policy I think there is a point 
that these people may have, namely, that we have a sort of responsibility, and 
it is a responsibility which comes with leadership. It is that of developing less 


a oe - ‘ 
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: privileged areas. I think that the keeping up of that trade would be a good 


thing for Canada from the point of view of good relations and from the point 
of view of advertising. ; 

Hon. Mr: CuHEvrieR: The whole question is whether it should be kept 
up at a tremendous loss. Mr. Gordon’s point is — and I add this — that TCA 
now operates into all those places, particularly into Trinidad, and that service 
has added to the deficit on the “Lady” ship operations. Moreover, the trade 
agreement with the West Indies, as Mr. Knight knows, has not been carried 
out to the letter, and that fact has worsened the financial position. 


Mr. Gordon: We should remember a little of the history of the “Lady” 
boats. The “Lady” boats went into operation as a result of the original trade 
agreement. The “Lady”? boats were the means whereby the trade agreement 
was implemented. Now the effective life of the “Lady” boats in that service 
has ended and they have served the purpose. I think it was a good investment 
for Canada because it developed the trade we were trying to develop at the 


- time that agreement was signed. 


=. 


Mr. BROWNE: When was that? 


Mr. Gorpon: About 1927 or 1928. The trade has been established, but 
times have changed. We believe that the service of the “Lady” boats is no 
longer necessary to retain that trade. There is more than enough shipping 
now between Canada and the West Indies to take care of the flow of trade 
between those countries. Furthermore, we have developed diesel and other 
types of ships in the trade, and our thought is that if we find that the needs 
of the trade, or the needs of the traffic between that area and Canada call 
for more ships and on a basis where we can earn dollars, we will certainly 
put them into service and recommend that we get more ships. 

Mr. KwNicuT: Is it your idea that good relationships, which are desirable, 
have already been established? . : 

Mr. GORDON: That is right. We made a survey to ascertain whether we 
should replace the “Lady” boats or let them go out of service. And we came 
to the conclusion that it would not be good business to replace them. There 
are others standing ready to supply freight ships if that Operation proves 
necessary. There are others who can provide that service, and it seems to be 
adequate. 

Mr. KNIGHT: Would you think that ensuring good relations through the 
operation of an uneconomic system would balance the lack of economic 
advantage? 

Mr. GoRDON: It is a question of degree. There is a point there. But our 
feeling has been that there was not enough trade to warrant the payment of 
heavy subsidies on passenger ships, particularly in view of the very satis-— 
factory airplane service offered by TCA. 

Mr. KNicHT: These people feel it would provide the undeveloped areas 
with facilities. And I think from the point of view of Canadian foreign policy 
and our responsibility towards developing such under-privileged areas, it 
might be a good thing. But I wanted particularly to get your opinion on it. 
I suppose it is more a matter of government policy rather than Canadian 
National policy. i 

Mr. GorRDON: A great number of the passengers who made use of the 
“Lady” ships originated in the United States and it did not seem to us to 
count very much for Canada to make a glamour appeal of the ‘‘Lady” ships 
for. the use of United States travellers. The Canadian passenger demand in 
our opinion is pretty well taken care of by the passenger accommodation 
which we have available plus airplane travel which is a very good service 
indeed. 
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Mr. KnicHT: I am not suggesting that it should be kept on. I merely 
wanted to get your opinion on it. : ; 

Mr. FULTON: In that connection would you be in a position if not now 
then perhaps later, by putting it in the mail to the chairman, to give us a 
list of the passengers you have carried to the West Indies free of charge in 
1951 and 1952? | 

Mr. GorDON: In 1951 and 1952? 

Mr. FULTON: Yes. 

Mr. GORDON: You mean by name? 

Mr. FULTON: Yes. 

Mr. BROWNE: There would not-be many of them. 

Mr. GORDON: They would be very few. I ponder the significance of the 
question before I say ‘“‘yes’’. 

Mr. McLure: One more question. Did the crews of those ships— | 

The CHAIRMAN: Order, gentlemen, please. Mr. Macdonnell has the floor, 
but there is so much noise Mr. McLure did not hear. ; 

Mr. Gorpon: I do not remember, Mr. Fulton, but if it develops that there 
were some courtesies extended for traffic reasons, and so forth, I am not too 
sure it would be in the interests of the company to make that matter public 
information. 

The CHAIRMAN: Would it answer your purpose, Mr. Browne, if the president 
were to give you the total number? : 

Mr. BROWNE: It is Mr. Fulton who asked the question. ? 

Mr. FULTON: Well, it would not altogether, Mr. Chairman. I am wondering 
whether I could put it some other way so that legitimate interests would not 
be interfered with. 

The CHAIRMAN: You can think it over, then, and we will continue in the 
meantime. ; 

Mr. Gorpon: I can say this, that I cannot recall any free passages extended 
to anyone other than on company account. 

Mr. FULTON: Will you have a look at your files then and let me know if 
there is or if there is not. If ‘there is not, there is no point in my asking for 
the information, but if there is, perhaps I will have to find some other way of 
obtaining it. | ; 

Mr. MAcDONNELL: In your income account you show a credit of $145,065 
which is called vessel replacement fund earnings. Is that connected with 
the sales? 

Mr. Gorpon: That is earnings from securities in which the fund is invested. 
In other words, a depreciation charge against operating expenses is made before 
replacement, and then we take the cash and ‘invest it in securities, where they 
are held as a reserve fund. | 

Mr. MACDONNELL: You spoke about the ledger value of the ships sold and 
the actual sale price—does that go into earnings? 

Mr. Gracey: It is not in. there this year. The transaction was completed 
in 1953. 

Mr. McLure: Now I suppose I can ask my question. Did the crews of those 
“Lady” ships belong to the Seafarers’ International Union? 

Mr. Gorpon: I am not, sufficiently sure of that to give a positive answer, 
but I can get information. They did belong to a union, but I do not remember 
the name of it. 

Hon. Mr. CHrEvrieR: They belonged to the C.S.U., but they struck and they 
were later taken over by the S.1.U. — 
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Mr. McLure: The reason I ask this question is that an effort was made 
just about the time you were. giving up these ships to have the crews of the 
car ferries join in this union, and, of course, we as a province took objection 
to that because it would interfere with us and our contract with the federal 
government. That is the reason I ask this question. 

Hon. Mr. CHEvRIER: The answer is yes, I am pretty sure. 

Mr. Gordon: Any group of employees may determine who they want as 
their bargaining agent. 

Mr. McLure: But the crews on the Borden car ferry do not belong to 
this union? 

Mr. GorpDon: Not at the present time. They belong to the regular C.B. of 
R.E. Union. 

Mr. McLure: But there was a movement on foot to have them taken over 
last fall. 

Mr. Gorpon: It may have been as a result of the organizers of the S.L.U., 
I do not know; but we are not free agents in that. We must accept the wishes 
of the men as to whom their bargaining agent is to be. 

Mr. McLure: The crews of the two ferry ships objected very strongly 
because it would be detrimental to them. 

Mr. Gorpon: If the crews of the ferry ships: objected, that answers the 
question, because they are the people who make the decisions. Is that right, 
Mr. Gillis? 

Mr. GILuis: That is right. It is a difficult province to make that decision in! 

The CHAIRMAN: Shall the annual report of the Canadian National (West 
Indies) Steamships Limited carry? 


Carried. 


Now we are on the Canadian National (West Indies) Steamships Limited 
budget. 

Mr. Gordon, may I ask you a question. I notice in making provision for 
income tax you simply provide for income tax on your earned income profit. 
Are you not responsible for income tax on your capital profit, on the sale of 
the “‘Lady” ships at a greater amount than the amount at which they are 
carried as an asset? 

Mr. Gorpon: That is a capital gain. There are no income taxes on capital 
gains in this country. : | 

The CHAIRMAN: I think there is a provision in the Income Tax Act in 
regard to industry where they sell a machine, for instance,— 

Mr. FRASER: And the farmer, too, selling a tractor. 

The CHAIRMAN: —at a greater amount than what it is carried at in the 
inventory. 

Mr. GorpDon:, Well, if that is so, then the income tax people will be after 
us. There is this, Mr. Chairman, it is a 1953 figure; we will have to deal with 
it this year. When we come to make up our figures this year, of course, our 
lawyers will be examining our liability in connection with any of these 
transactions. 

Mr. FuLtTon: Are you not referring to stock in trade there, Mr. Chairman? 

The CHAIRMAN: No, I am referring to equipment, I am afraid this surplus 
is taxable income. } 

Mr. Gorpon: Mr. Gracey informs me, Mr. Chairman, that particular matter 
has been discussed with the Income Tax Department and we have their first 
ruling that it is not a taxable item. 

Mr. FRASER: You must havea fine stand-in with them! 
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The CHAIRMAN: Are there any questions on the budget? . 
Mr. BROWNE: Yes. I notice in the budget for 1953 it is expected ‘ have a 


very much lower revenue and expenses. Are these due to the fact that the two. : 


ships have been taken out of service? 

Mr. GorRDON: Yes. The ‘Lady’ boats have been the most expensive. 

Mr. BROWNE: They must have been giving a coe service. Do you 
intend to replace those ships at any time? | 

Mr. GorDON: We have no immediate intention of providing a service 
similar to that provided by the “Lady” ships. The service we provide now is 
a regular service to specified ports, also additional calls to other ports depending 
on the demands of the traffic. 

Mr. Browne: How do you find that trade? Is it increasing or declining? 

Hon. Mr. CHEvRIER: Decreasing, very substantially. The passengers on 
the ‘““Lady”’ ships have been decreasing very rapidly because of the air lines. — 

Mr. BRowNeE: I can understand that, but I am talking about the oe 
ships now. 

Hon. Mr. CHEVRIER: I would think so, too. 

Mr. BROWNE: Iam referring to the trade on the other ships apart from the 
“lady” ships. 

Mr. GorDon: That is a question, I suppose, of what do you think of the 
prospects. Is that what you had in mind? 

Mr. BROWNE: Yes. 


Mr. GORDON: Well, as it stands now, the actual export revenue for J anuary 
and February, plus that estimated for March, is slightly below the estimate 
‘prepared at the end of the year. This is partly due to exports to some of the 
Colonies falling below last year’s figures and the fact that Jamaica is pur- 
chasing the bulk of their flour requirements from the United States. That is 
one element of trade that is falling off. 


Now, on the import side we also see a falling off in revenue there because 
of a drastic reduction in the freight rate on sugar brought about by the 
depressed charter market. We think there might be some improvement in 
that over the last part of the year, but at the moment it does not look very 
promising. Also, in the off season we have been able to charter several of our 
ships and the charter market this year has been very poor. 

Mr. BRowNneE: Where do these ships run from, Halifax or Saint John? 

Mr. Gorpdon: Halifax and Montreal in summertime; Halifax in wintertime. 

Mr. FRASER: I note there it: says additional income tax provision from 
surplus of insurance fund, last year was $70,000, and this year, $144, 000. 
Just what is that? 

Mr. Gorpon: Mr. Gracey has the accounting information. 

Mr. GRACEY: On account of there being a deficit in the operations of 
vessels last year, it operated to reduce the amount of income tax that was 
payable on the combined earnings of the vessels and the insurance fund, but 
this year there is an estimated surplus and, therefore, the whole insurance 
fund will be taxable. 

Mr. FRASER: They will all be taxable then? 


Mr. GRACEY: Yes, they were last year, but they are reduced on account 
of the losses. 


The CHAIRMAN: Shall the budget of the Canadian National (West Indies) 
Steamships Limited carry? 


Carried. 
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Now, I assume the Canadian National Railways Securities Trust report 
is carried. Mr. Matthews is not with us, and he is the only gentleman who 
could explain this, as you recall. 


Carried. 
Mr. GIuuis: It is not controversial. 


THE CANADIAN NATIONAL RAILWAYS 
SECURITIES TRUST 


MONTREAL, 9th February, 1953. 


The Honourable Lionel Gheviter,.Q:. Cin MP: 
Minister of Transport, 
Ottawa. 


Sir, 


The Trustees submit herewith their report of the transactions for the 
calendar year 1952 of the Canadian National Railways Securities Trust, herein- 
after referred to as the “Securities Trust”, as reconstituted under the provisions 
of The Canadian National Railways Capital Revision Act, 1952. 


The transactions referred to in sections 5 and 13 of the Act are being 
dealt with as follows: 

(1) The Minister of Finance has transferred to the Canadian National 
Railway Company the capital stock of the Securities Trust consisting 
of five million shares with no par value and having a stated value of 
$378,518,135.02. 

(2) The collateral securities referred to in section 5 of the Act are in 
process of being transferred by the Minister of Finance to the 
Securities Trust. These securities are now reflected in Schedule 
A.2 of the balance sheet of the Securities Trust. 


There were no other transactions during the year apecting the securities 
held by the Securities Trust. 
The Trustees present herewith the balance sheet at 31st December, 1952. 


D. GORDON, 
For the Trustees. 
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ScHEDULE A. 2 


ST 


Canada to the Securities Trust pursuant 
1 Railways Capital Revision Act, 1952 


Amount 


Sterling 
Currency 


£1, 245,300 


3,813, 250 

534,097 
6, 294, 345 
1,609, 832 
3, 208, 545 
1,533,131 

983, 183 


1, 684, 362 
309, 869 


8,414, 402 
187, 937 

| 
1,364, 500 
1,402, 900 
1,107, 200 


1,754, 500 
90,900 


3, 967, 602 
23,401,438 
12,500,000 

649, 500 

2,548,750 


302,573 
14,400 


815,170 
432,600 
6, 100 


Dollar 
Currency 


$ 1,978, 000.00 
1, 504,000.00 
2, 632, 000.00 

864, 000. 00 
3,317, 000.00 
2,271, 500.00 

662, 000.00 


145,000.00 


508, 666.00 


6,000.00 


1,293, 500.00 
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Mr. Gorpon: May I. make a comment on this. ~ This is a purely formal 
matter and following the Recapitalization Act placing this in the ownership 
of the Canadian National Railways, I personally do not see much use in 
presenting this report. However, it is ‘a fact that it is required by law and 
I would ask the opinion of the committee if, in order to save some small 
expense in the printing of this, that they believe they would be satisfied if we 
produced this just in the form of a stencil copy, perhaps, and restrict its 
distribution, so that we cover only the formal requirements of the law. 

The CHAIRMAN: Mr. Gillis so moves. 


Agreed. 


| Mr. Browne: I wonder if the Canadian National Railways report could 
be a little more expanded than it is? Could we not have more information on 
various points? 
Mr. GORDON: Repanded? 
Mr. Browne: This is a big undertaking, an undertaking of some $670 
million a year, and it seems to be a very ee report. 

_. Mr. Gorpon: I must say I thought I heard everything. We are Buneekete: 
willing to give the committee and the members all the information possible, — 
but I had thought that last year, in fact the suggestion was, that the report | 
was much too long. 

_ Hon. Mr. CHEvrRIER: You are referring to the annual report? 
Mr. BROWNE: Yes. 
Mr. Gordon: You feel that it is not long enough? 
Mr. Browne: I think it is not as long as that of the Department of | 
Transport here. 


The CHAIRMAN: Mr. Browne, in checking the minutes of evidence, I 
would suggest you would correct the figure which you just gave as the total 
assets of the Canadian National Railways. 


Mr. Browne: I did not say assets, : said as oaniibanes and revenue run 
into some $600 million a year. 


Mr. Gorpon: Yes, our operating revenues run close to $700 million a vEAe 
plus our capital Ee penditice: 


The CHaIrMAN: Mr. Gordon, we have completed the formal part. Would 
you care to go into the special questions and answers? 


Mr. KnicHt: Does Mr. Gordon want a recommendation fidun this com- 
mittee? | 

The CHAIRMAN: It has been moved and carried. 

Mr. KNIGHT: It was done pretty fast then. 


The CHAIRMAN: We will take the auditors’ report next. Mr. Fraser moves 
we dispense with the reading of the report. All those in favour? 


Hon. MEMBERS: Aye. 


™ 
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GEORGE A. TOUCHE & CO. 
CHARTERED ACCOUNTANTS 
LEWIS BUILDING 
‘ | 465 St. John Street 
é. | Montreal 1 


vi 5TH Marcu, 1953. 
CANADIAN NATIONAL RAILWAY SYSTEM 


The Honourable the Minister of Transport, 
. Ottawa, Canada. 
B ¢ Sir, 

We have audited the accounts of the Canadian National Railway System 
for the year ended the 31st December, 1952 under authority of The Canadian 
National-Canadian Pacific Act, 1936, and we now report, through you, to 
Parliament. 

Our examination of the accounts was made in accordance with generally 
accepted auditing standards, and included such tests of the accounting records 
and such other auditing procedures as we considered necessary in the circum- 
stances. In this connection we worked in collaboration with the executive 
accounting and financial officers at Headquarters having as a common objective 

_ the securing of maximum internal protection to the System in the control 
of cash receipts and expenditures, securities held, material stores and accounts 
receivable of all types. The System is further protected by fidelity bond 
insurance with outside underwriters. The audit tests were carried out in the 
Offices of System Headquarters, Regions and Separately Operated Properties 
in Canada, the United States, London (England) and Paris (France). 
Our audit of the accounts included the verification of the Consolidated 
_ Balance Sheet and the Consolidated Income Account and certification thereof. 
- Apart from those pertaining to the Trans-Canada Air Lines and the non- 
operating Canadian Government Merchant Marine, Limited, the holdings in 
the capital stocks of the Affiliated Companies are insufficient to give voting 
- control and accordingly the Companies are not treated as units of the System 
nor have their accounts been audited by. usin the majority of instances 
they are audited by joint committees composed of System accountants and 
representatives of outside interests. 


THE CANADIAN NATIONAL RAILWAYS CAPITAL, 
REVISION ACT, 1952 


In previous reports, we have called attention, amongst other matters, . 
to the disproportionate ratio of fixed charges to operating revenues in com- 
parison with other railways in North America, and also to the desirability 

_ of a uniform system of accounting for Canadian railroads. 
x Under date, the 4th July, 1952, Royal Assent was given to The Canadian 
_ National Railways Capital Revision Act, 1952, an act to revise the capital 
structure of the Canadian National Railway Company, and to provide for 
certain other financial matters. The Consolidated Balance Sheet at the 
31st December, 1952 gives effect to the revision of the capital structure, and 
the reduction of interest payable to the Government of Canada through the 
_ exchange of interest-bearing debt for Preferred Stock is reflected in the 
_ Consolidated Income Account. 
4 In compliance with Section 6 of the Act, the Minister of Finance purchased 
. during the year from the Company at par 18,486,540 four per cent preferred 
_ shares of one dollar par value equal to three per cent of the gross operating 
revenues of the system for the eleven months ended the 30th November, 1952. 
_ 1,770,042 additional preferred shares were purchased in January 1953, of a 
_ par value equivalent to three per cent of the gross operating revenues for 
_ the month of December. 
72990—154 


228 | _SESSIONAL COMMITTEE Leia 
CONSOLIDATED INCOME ACCOUNT _ 


Depreciation and Maintenance 


In respect of ‘‘depreciable” fixed properties—defined in the 1943 Order 
of the Interstate Commerce Commission as including bridges, buildings, stations, 
shops, etc., but excluding track structure—provision for depreciation, at rates 
resulting in a composite rate of approximately 1-:5%, has been made during 
the year for the United States Lines of the System through the appropriate 
maintenance accounts in accordance with the above mentioned Order whereas 
the Canadian Lines have taken up through the maintenance accounts provided 
therefor the loss of service value at the time of replacement or retirement. 

Track structure composed of ties, rails, track material and ballast is not 
classified by the Interstate Commerce Commission as an asset for which 
provision for depreciation should be made; accordingly the loss of service value 
was taken up through Maintenance of Way and Structures accounts at the 
time of replacement or retirement on both the Canadian and United States 
Lines of the System. 

Provision for depreciation has been made for the equipment of both the 
Canadian and United States Lines of the System. The 34% annual deprecia- 
tion rate used for rail equipment of the Canadian Lines was approximately 
the same as the latest available composite of the rates used by Class I 
Railroads in the United States. | 

In addition to charges for depreciation and those for loss of service value 
taken up at the time of replacement or retirement, the maintenance accounts 
as a whole included the cost of day-to-day repairs and partial renewals on 
both the Canadian and United States Lines. These repairs and partial renewals 
are recognized costs of maintenance whether or not depreciation accounting 
is in effect. 

We have received certificates from the responsible operating and executive 
officers to the effect that the fixed properties and equipment have been main- 
tained in a proper state of repair and in an efficient operating condition during 
the year; that insofar as traffic demands would permit, such physical retire- 
ments, which should have been made during the year as a result of wear and 
tear and obsolescence, have been made and that notification of all such 
retirements has been given to the Accounting Department. 

. The Royal Commission on Transportation recommended that the Board 
of Transport Commissioners be empowered and directed to prescribe as soon 
as practicable the classes of property for which depreciation may . properly 
be charged in the rail accounts of all railways subject to its jurisdiction, and 
the rate or rates to be charged in respect to each class. This recommendation, 
which was embodied in the amendments to the Railway Act dated 30th 
November, 1951, is still under study by the Board of Transport Commissioners. 


Insurance Fund Operations 


On the 15th July, 1952, the main lodge at Jasper Park was destroyed by 
fire and as the special contribution by the railway to the Insurance Fund of 
$500,000 was not sufficient to replace the cash withdrawn to cover this loss 
amounting to $1,257,000, the Fund was reduced during the year, and at the 
year end amounted to $12,843,000. This constitutes a change in policy, as in 
prior years, to the extent necessary to avoid diminution of the fund, reim- 
bursement for losses has usually been made by the railway in the year in 
which they occurred. The change in policy, as authorized by the Board of 
Directors, is in our opinion, warranted, and we approve the procedure that 
has been followed in the year under review. We have noted that it is the 
company’s intention to transfer annually to the fund the sum of $500,000 
(or such lesser final sum as might be necessary) to increase the fund to the 
objective of $15,000,000. 
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Pension Expense 


The cost for the year amounted to $20,070,000, an increase of $7,473,000 


_ over the previous year. This increase results mainly from the introductory cost 


arising through the revision of The Canadian National Railways Pension Plan 
effective the 1st J anuary, 1952, by which increased benefits were provided. 


CONSOLIDATED BALANCE SHEET 


_ Assets 


Against the Corporate portion of the property investment brought into the 
National System accounts at the Ist. January, 1923, there have been properly 
applied the reductions authorized by The Canadian National Railways Capital 
Revision Act, 1937, but no similar reductions were authorized at that time 
covering the Crown property investments in the Canadian Government Rail- 
ways. Since the Ist. J anuary, 1923, the additions and betterments less retire- 
ments of the System have been shown on the general basis of cost. 

The several special funds including Capital and Other Reserve Funds, 
Insurance Fund and Pension Fund, amounting in total to $90,376,000 are 
represented by investments in the securities of the Government of Canada, 


_ the National System and securities of or guaranteed by the provinces, together 


4 
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with cash and sundry current assets. At the year end, System securities - 
included in these special funds agsregated $15,551,000 of which par value 


- $11,573,000 is covered by the guarantee of the Government of Canada. These 


securities were valued at par. Securities of the Federal Government and those 
of or guaranteed by the Provincial Governments amounting to $69,417,000 
were based on cost which exceeded the market value by 7:05 per cent. 
Investments in Affiliated Companies are represented by the capital stocks, 
bonds and obligations for advances of companies affiliated with but not forming 
a part of the National System. Apart from the Trans-Canada Air Lines, these 
investments have been made, in association with other railways, primarily to 
secure the benefits of traffic interchange and terminal facilities. The basis of 


the balance sheet figure is cost or, in respect of certain United States securities, 


less than the special valuations approved by the Interstate Commerce Com- 
mission. The amount appearing on the Balance Sheet under this heading is 
after deduction of deposits with the Railway by the Trans-Canada Air Lines 
totalling $13,500,000. The Financial Statements issued by the Companies repre- 
senting the larger investments other than the Trans-Canada Air Lines indicated 
that profits aggregated some $1,595,000 and losses some $145,000 for the year 
1952. 

Other Investments are comprised partly of unlisted investments of a 
miscellaneous nature including those in hotel and grain elevator companies 
held primarily for purposes of traffic benefit and are valued at or below cost. 


_ The balance is represented by securities of the Government of Canada and the 


National System (Government Guaranteed), the book figure of which is based 
on cost for Government bonds and par for securities of the National System. 
The cost of the securities of the Government of Canada included therein 
exceeded the market value by 5-74 per cent. 

Accounts Receivable and Payable of all classifications have been tested 
by us with the subsidiary and controlling records, cash and other transactions 


_ subsequent to the year end, departmental files and general supporting informa- 
_ tion but such Accounts have not been verified by direct communication with 
_ the individual debtors and creditors. 


No physical inventory of Material and Supplies was taken by the Railway 


: during the year. These inventories at the 31st. December, 1952, as represented 
_by the ledger balances, are carried on the basis of laid down cost for new 


material and estimated utility or sales value for usable second-hand, obsolete 


ss 
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and scrap materials after making reasonable allowances for condition thereof 
and are supported by perpetual inventory records and periodic internal audit 
tests, 

Other Berred eaets consist principally of Contracts Receivable in con- 
nection with land sales and sundry deferred accounts collectible. 


Other Unadjusted Debits consist of the unamortized cost of opening ballast 
pits which will be written off on the basis of yardage used; the estimated 
salvage value of non-perishable material in ballast pits and other temporary 
tracks; accepted interline freight claims paid in advance of investigation with 
other carriers, and miscellaneous debit items not otherwise provided for or 
which cannot be disposed of until additional information is received. i 
Liabilities 

Current Liabilities include an amount of $13,956,000 payable to the 
Government of Canada. This amount is comprised of (a) $11,500,000 received 
in March, 1952, under authority of Section 9 of Canadian National Railways 
Financing and Guarantee Act, 1951, (b) $2,314,000 interest payable on loans 
from the Government, and (es $149, 000 dividend payabic on Preferred Stock 
in respect of surplus earnings for the year. 

Subsequent to the year end, settlement was reached with the Brotherhood 
of Railroad Firemen, and there was agreement in principle with the Brother- 
hood of Railroad Trainmen resulting in wage increases retroactive to the 
1st. April, 1952, which have not been given effect to in the accounts under 
review. The estimated liability of approximately $4,500,000 in this ‘regard for 
the nine months to the 31st. December, 1952, has been charged to railway — 
operating expenses in 1953. 

Other Deferred Liabilities consist principally of the outstanding capital 
value of the workmen’s compensation awards by the Provinces of Ontario and 
Quebec, together with the percentages retained from contractors pending 
completion of work in progress. | 


Reserves and Unadjusted Credits — 

| Accrued depreciation on Canadian Lines equipment amounts to $171,- 
768,000. During the year the full ledger value of equipment retired, less ' 
salvage, was charged to this reserve. 

The balance of the reserve for amortization of defence projects created 
during the years 1941 to 1945 inclusive amounting to $3,051,000 has been 
credited to operating expenses, it being considered that the need for maintaining 
this reserve no longer exists. 

Unadjusted Credits include the estimated proportion of prepaid revenues 
on freight in transit; excess of actual revenues over year-end estimates carried 
in suspense; estimated liability for injuries to persons; estimated liability for 
overcharge claims, and miscellaneous items not otherwise provided for or which 
cannot be disposed of until additional information is received. 

Where foreign currencies are involved, the balance sheet accounts of the 
System are converted generally as follows:— 


(a) United States Currency—at the dollar par of exchange. 
(b) Sterling Currency—at the former par of $4.863 to the pound. 


(c) French Currency—at approximately 15 francs to the dollar for the 
original investment in Hotel Scribe and 359 francs to the dollar for 
working capital accounts. 


Dollar amounts stated in this report are to the nearest thousand. » 


Yours faithfully, 
GEORGE A. TOUCHE & CO. 
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_ GEORGE A. TOUCHE & CO. 
Chartered Accountants 
- LEwIs BUILDING 
465 St. John Street 
Montreal 1 
3rd March, 1953. 


CANADIAN NATIONAL (WEST INDIES) STEAMSHIPS, LIMITED 


_ The Honourable The Minister of Transport, 


Ottawa, Canada. 
Sir, 

We have audited the accounts of the Canadian National (West Indies) 
Steamships, Limited for the year ended the 3lst December, 1952, and we now 
report, through you, to Parliament. 

Our examination of the accounts was made in accordance with an 
accepted auditing standards, and included such tests of the accounting records 
and such other auditing procedures as we considered necessary in the circum- 
stances. In this connection we worked in collaboration with the executive 
accounting officers having as a common objective the securing of maximum 
internal protection to the Steamships in the control of cash receipts and 
expenditures, securities held, material stores and accounts receivable of all 
types. The Company is further protected by fidelity bond insurance carried 
with outside underwriters. 

Our audit of the accounts included the verification of the Balance Sheet 
and the Income and Profit and Loss Accounts and certification thereof. 


INCOME ACCOUNT 


Provision for depreciation on vessels was made during the year on the 
following bases: 
(a) The three diesel powered and refrigerated vessels—5 per cent; 
(b) The two “Lady” vessels and the five non-refrigerated vessels— 
3 per cent. 


We have received a certificate from the responsible officers that all equip- 
ment has been maintained in a proper state of repair and in an efficient operating 
condition during the year; that such physical retirements as should have been 
made during the year, as a result of wear and tear and obsolescence, have 
been made, and that notification of all such retirements has been given to the 
accounting department. 


BALANCE SHEET 
Assets 

Investment in vessels is carried on the general basis of cost less accrued 
depreciation. The Lady Nelson and the Lady Rodney were withdrawn from 
service late in 1952 and at the year end were awaiting disposal. Subsequent 
thereto they have been sold at prices substantially in excess of their net book 
value. 

The Replacement and Insurance Funds are composed of investments in 
the securities of the Government of Canada, the Canadian National Railways 
(Guaranteed by the Government of Canada), the Province of Ontario and 
securities guaranteed by the Province of Ontario together with cash and sundry 


current assets. The year-end market value of these securities was 7.94 per 


cent less than cost. 
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The AniAeaInenE Fund eteieay $333,000 during the year as a result of 


depreciation accruals charged to Income Account and paid into the fund. The 
sum of $39,000 was withdrawn from the fund to cover the cost of radar equip- 
ment installed on the five non-refrigerated cargo vessels. 

The Insurance Fund increased during the year by $308,000, after charging 
surplus earnings thereof for the year with a provision of $70,000 for income 
tax. The insurance risks on all ships are carried in the Fund. ~ 

Accounts receivable and payable of all classifications have been tested by 
us with the subsidiary and controlling records, cash and other transactions 
subsequent to the year end, departmental files and general supporting informa- 


tion but such accounts have not been verified by direct communication with | 


the individual debtors and creditors. 
Discount on capital stock represents the amount set up at the time of 


incorporation equal to the par value of the shares issued in consideration of the 


guarantee by the Government of Canada of the Steamships’ bonds. 


Government of Canada Advances 


Under authority of Appropriation Act No. 2, 1952, Government of Canada 
advances for deficits amounting to $3,619,000 have been cancelled, effective 
the Ist January, 1952. The consequent reduction in interest payable to the 
Government is reflected in the Income Account. 

Where foreign currencies are involved the balance sheet accounts of the 
steamships are converted generally as follows:— 


(a) United States Currency 
—at the dollar par of exchange. 


(b) Other Foreign Currencies 
—at the current rates. 


Dollar amounts stated in this report are to the nearest thousand. 


Yours faithfully, 
GEORGE A. TOUCHE & CO. 


The CHAIRMAN: Shall the report carry? 
Carried. ; 


The CHAIRMAN: Now, if members will turn to the three votes—vote 467, 
Prince Edward Island car ferry and terminals’ deficit. 


De- Compared with Estimates 
No. tails of 1952-53 
of Service on 1953-54 1952-53 Sa EEEnER EERE EERE EEEREEEEEEEEREERERe 
Vote Page Increase Decrease 
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467 |Prince Edward Island Car 
Ferry and Terminals— 
To provide for the payment 
- during the fiscal year 1953- 
54 to the Canadian Nation- 
al Railway Company (here- 
inafter called the National 
Company) upon applica- 
tions approved by the Min- 
ister of Transport made 
from time to time by the 
National Company to the 
Minister of Finance and to 
be applied by the National 
Company in payment of the 
deficit (certified by the 
auditors of the National 
Company) in the operation 
of the Prince Edward Is- 
land Car Ferry and Termi- 
mals arising in the calendar 
aor TRL SS RRR Me ke Rep td 530 1,459,000 15486) OOO A ee oe one 26,000 


}, 
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The CHAIRMAN: Mr. McLure has the floor if he wishes to say anything. 

Mr. McLure: It is a federal service. 

The CHAIRMAN: Vote 467, Prince Edward Island car ferry terminals. 

Mr. McLure: It does not appear there as a deficit, does it? I am always 
opposed to that because it is not a deficit it is a service, and I see they are 
getting a little nearer to it now. They have nearly wiped out the word deficit. 

_It occurs only in about one place, and I want that eventually wiped out. 

The CHAIRMAN: You will notice the deficit is reduced by $26,000. 

Mr. McLureE: I think if we were having the right returns for the service 
it would be reduced a great deal more. For instance, it is a great accommoda- 
tion to the Canadian National Railways for which they do not pay a nickel 
at all, and we only get a very small credit. For instance, take a carload of 
potatoes going over and we only get a credit of about $2, and there are 
thousands of empties and we do not get credit at all on them and we never 
get any statement in regard to them. Probably it is my own fault, I do not 
demand it from the Minister of Transport. 

Hon. Mr. CHEVRIER: You do ask questions in the House now and again. 

The CHAIRMAN: I think you have that nicely on the record this time. 

Mr. McLureE: I will give credit to the minister and I will take a little 
credit myself that between the both of us we have got the reefer car situation 
pretty well handled, and with this new 500 which are ordered by the Cana- 
dian National Railway, I think we have already a few of these, and when 
the balance are made I think we will have all our difficulties with regard to 
reefer cars absolutely settled. 

The CHAIRMAN: Vote 467. 


Carried. 


The CHAIRMAN: Vote 471—North Sydney, Nova Scotia—Port-aux-Basques, 
Newfoundland, ferry and terminals. 


De- Compared with Estimates 
No. : tails of 1952-53 
of Service on 1953-54 1952-53 —————_—- 
Vote Page Increase Decrease 
O. 
$ $ $ $ 


471 |To provide for the payment 
during the fiscal year 1953-54 
to the Canadian National 
Railway Company (herein- 
after called the National 
Company) upon applications 
approved by the Minister 
of Transport made from 
time to time by the National 
Company to the Minister of 
Finance and to be applied 
by the National Company 
in the payment of the deficit 
(certified by the auditors 
of the National Company) 
in the operation of the North 
Sydney, Nova Scotia—Port- 
aux-Basques, Newfoundland, 
Ferry and Terminals arising 
in the calendar year 1953....| 530 Te BO: OOO! Tae ek 1,870,000 


Mr. Giuuis: Under consideration— 
Mr. BROWNE: When do you expect to have the terminals at North Sydney | 
_ finished and the one at Port-aux-Basques? 
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Hon. Mr. CHEvRIER: The North Sydney one is siraoe complete now, it will 
be completed in 1953 and Port-aux-Basques in June, 1954. 


The CHAIRMAN: Shall 471 carry? 
Carried. 


Vote 476, Maritime Freight Rates Act, for payment on 20 per cent reduction 
to Canadian National Railway and our railways operating in territory fixed 
by the Act. 


De- Sepa with Estimates | 
No. tails of 1952-53 
of Service on 1953-54 1952-53 SS oo 
Vote | Page A arn Increase Decrease 
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476 |Maritime Freight Rates Act— 
For the payment to the Rail- 
way Companies operating in 
the select territory desig- 
nated by the Act, during} - 
the fiscal year 1953-54, of 
the difference occurring on 
account of the application of 
the Act, between the tariff 
tolls and normal tolls: under 
approved tariffs (estimated 
and certified to the Minister 
of Transport by the Cana- 
dian National Railway Com- 
pany and approved by Aud- 
itors of the said Company 
respecting the Eastern Lines 
of the Canadian National 
Railways, and in the case / 
of the Other Railways by a 
the Board of Transport Com- 
missioners for Canada) on 
all traffic moved during the 
calendar year 1953 (Chap. 79, ; 
Statutes of 1927, as amended) 532 10, 453, 000 9,910, 000 543,000 
Appropriation not required for| — i 
EEE 28 SARL MAGN Wit ON a MOOR SSS VAM PRUE Ned eg FOE DOO UN A UENO Ear 734, 000 


31,682,415 22,817, 700 8,864,715 


The CHAIRMAN: Vote 476 carried? 
Carried. 


The CHarrMAN: Now, Mr. Gordon, special questions and answers. 


Mr. GorpDon: I have a record of the questions asked, Mr. Chairman. Mr. 
Pouliot asked the total amount spent on rehabilitation of the Temiscouata line. 
Up to December 31, 1952, the total was $947,677.13, of which $423,325 was 
charged to capital. Total estimated for 1953 $678,222 of which $374,912 is to 
be charged to capital. Total authorized capital cost of the peal teron of 
’ the line has been set at $1,069,555. 


Mr. BROWNE: How many miles are there of railways? 


Mr. Gordon: The line runs from Riviére du Loup to Edmundston and the 
branch line from Edmundston to Conners in New Brunswick and the total is 
112:8 which includes running rights over our line of 11:9 miles. 

Now the next question was by Mr. Thomas which I have recorded. 
“Please let me have a breakdown Canada and U.S. of various types of cars 


being manufactured—for “example baggage cars, sleeping cars, coaches 
etcetera.” 


es 
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Perhaps if I can road it hastily I can give it to the reporter, or are you 
content to have it on the record. 


Mr. THOMAS: Yes. 
Mr. GORDON: 


In Canada | In U.S.A. 
(On order as at March 18, 1953) 

Bageage carss Sioa 118 nil 
DleepINe Cars ese og ‘ nil 104 
COACHES Ces clinee seme ies i 161 5 (For G.T.W.)* 
Parlor vearsie.. \ arene. nil al 
DINIETS eas Mapes nil 20 
Mail and express ....... 5 nil 

284 146 


* Grand Trunk Western Railroad—Subsidiary of C.N.R. 


Hon. Mr. CHEvRIER: The total in Canada is 284 units and in the United 
States 146 and the breakdown is contained in this table. 

Mr. FRASER: Does it give the dollars? 

Hon. Mr. CHEvRIER: No, because it was not asked for. 

Mr. Gorpon: Mr. Knight. Is he here? 

The CHAIRMAN: He assured me that if it was placed on the record he would 


be content. He asked for the freight rates on motor nanieles originating in 
the U.K. 


Mr. Gordon; The reason for our decision to reduce the domectic rates in 
this case is a competitive one. In other words to meet what the traffic will bear. 
In other words rates on automobile traffic are dictated by competitive condi- 
tions largely arising through truck competition which is non existent in relation 
to automobiles imported from other countries. 


Mr. DINGLE: I have an answer here to a question asked by Mr. McLure in 
regard to Prince Edward Island diesel operations. 

Based on 1952 traffic, economies effected by reason of diesel operation 
versus steam power, amounted to approximately $235, 000 or a return on TGs 
ment of just over 13 per cent. 


Mr. GorRDON: I have a question here from Mr. Browne in regard to New- 
foundland which I am not able to answer in the form asked. I have the answers 
to all these questions and the last one I extracted from notes, but in New- 
foundland the situation is much more difficult, and I do not know how to 
answer it on the basis asked. We do not make up our figures on the basis that 
would permit of that answer. You see the difficulty Mr. Browne. To answer 
your question would require a very complicated economic analysis having to 
do with the origin of the traffic both ways, and we would have to set up pro 
rates covering the mileage portion of inbound and outbound traffic that apply 
to Newfoundland. 


Mr. BROWNE: You are thinking of the question on the order paper. 


Mr. GORDON: Yes, it is similar to that. I can tell you this. The direct 
expenditure in Newfoundland is a readily ascertainable figure and I could give 
you that but that would not cover any portion of the pro rata expenditure for 


- headquarters costs including the president’s salary if you will, and he does 
give Newfoundland some attention. If we were to get a fair figure applicable 


to Newfoundland we would have to analyse that and pro rate it as between 
several provinces, but it is such a complicated job that we have never attempted 
to do it. ) 
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Mr. BRowNE: You have the amount of actual eG on there? — 
Mr. GORDON: Yes we have. ! 
Mr. BROWNE: Could you give me that. 


Mr. Gordon: I am prepared to give you that with the qualification I have 
stated that it does not represent the true cost of the Newfoundland operations. 
The expenditure in Newfoundland on that basis is $20,081,000 for the year 
1952. 


Mr. BROWNE: That does not include capital aependiniee 
Mr. GorDon: That covers only operating expenditure. Capital expenditure 
for 1952 was $2,631,000. 


Mr. Browne: That $20 million must include a lot of re-grading and re- 
railing and things like that. 


Mr. GorDoN: The capital expenditure that I gave of $2,631,000 is for equip- 
ment only. I have not the figure covering additions and betienments, 


Mr. BROWNE: What does the $20 million include? 


Mr. Gorpon: Operating expenditure including maintenance of equipment, 
cost of transportation, running of railways and miscellaneous items. 


Mr. BROWNE: Does it include widening the roads? 
Mr. Gorpon: What do you mean by widening the roads? 


Mr. BROWNE: I notice on the west coast they have been widened 
considerably. 


Mr. DINGLE: Bank widening. 
Mr. BROWNE: Yes—the bed has been widened. 


Mr. Gorpon: That is why it is difficult to give the figures because under 
the accounting practice we have to determine in respect of each piece of 
work what portion is capital and what portion is maintenance. Suppose 
we replace something worn out; we might have to consider what is the capital 
content of that and what is the normal maintenance cost. If we replace 
a particular part of the road with something better then it is shown in 
part as capital, but if we do not so replace it, then it would have had 
maintenance in that year anyway. These things are figured out and are 
entered in that way. 


Mr. Browne: That is what I mean. That is why we should have a 
more extended report because we do not know where we can get the information 
about Newfoundland so that we can see what is going on there. That is 
why I asked the question. 


Mr. Gordon: We cannot undertake the expensive and almost endless 
analysis of breaking down the figures applicable to any particular section 
of the country. If we did that for Newfoundland we would have to do 
the same thing for the province of Ontario. 

Mr. BROWNE: It is easy there. 


Mr. Gorpon: If we were to try to treat Newfoundland as an entity we 
would get into endless trouble. 


Mr. Browne: But you can produce a regional deficit. 


Mr. GorDON: Yes, you produce a regional deficit but regional deficits or 
surpluses lead to endless analysis and accomplish nothing. We can only 
give the figures for Canada as a whole. If we try to break down any region 
we would get into endless accounting difficulties. 


Hon. Mr. Cuevrier: The details over and above the $20 million fas oper-" 
ating expenditure in Newfoundland for the year as you have explained, 
are on capital account. 


Mr. Gorpon: That is right. Additions and betterments, rails, hotels 
and so forth. That is all you want. 
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Mr. BROWNE: Yes. 


Mr. Gorpon: If you take our total expenditure and estimate it for 1952 
that part which is charged to additions and betterments is $2,823,000. 


Mr. Browne: Is it in the $20 million? 


Mr. Gorpon: It is capital. The $20 million I gave you is operating only. 
The capital cost for new equipment specifically for Newfoundland is $2,631,000. 


Mr. BROWNE: Excuse me, are these actual expenditures in 1952? 


_Mr. Gorpon: Yes. Now, to embellish the point, I made before as to why 
I could not give regional figures, it so happens as a matter of accident I can 
identify Newfoundland equipment, because it is narrow gauge and cannot 
be used elsewhere. I could not identify such equipment for any other province. 
I cannot identify it for Prince Edward Island as we take cars there and 
bring them back, but I have the figure for Newfoundland. 
Mr. BROWNE: Do you get the revenue? 


Mr. GorDoN: No, I am not prepared to give the revenue. It is on pro 
rates. 


The CHAIRMAN: It is obviously interlocking. 


Mr. GoRDON: We could give you the revenue for Newfoundland if we took 
only the cash we collected in Newfoundland, but that would not be fair 
because a shipper ships from Toronto to Newfoundland and we collect the cash 
for that shipment in Toronto and it would naturally appear on Toronto 
accounts, but a portion of the whole is Newfoundland’s. 

Mr. Browne: I understand that point. I had not thought of that before. 
How do you figure out the value for the service given to Newfoundland 
compared with the returns you get? 


The CHAIRMAN: Mr. Browne, I do not want to unfairly interrupt you but 
we still have Mr. Macdonnell’s question which is in my opinion a very important 
one. 


Mr. BROWNE: That is very important. 


The CHAIRMAN: Just bear with me for a moment. I would suggest Mr. Gor- 
don has already answered this very same question, indicating just what 
information he can give and what information he cannot give on the question 
asked by Mr. McLure a year ago. You will find it in the minutes of the 
committee. 

Mr. BROWNE: I am not interested in the question he asked. 

The CHAIRMAN: The question was exactly the same as yours. He wanted 
a breakdown of the revenue earned and of the operating cost in Prince Edward 
Island. He felt that was a separate island and it could be done. But for the 
reasons given by Mr. Gordon with the accounting system the railway has and 
the fact that the comparison does not start and stop at Newfoundland, it is 
impossible. If you will be good enough to read that it is printed and I will 
see that you get it. 

Mr. BROWNE: I want to know how he can say whether the operations there 
are profitable or that he is losing money? 

Mr. GORDON: On the basis of last year’s figures we figure the deficits in 
operation in Newfoundland were over $5 million. 


Mr. BRowNE: That includes everything you could credit it with? 


Mr. Gordon: The minute you start to challenge that figure you have to 
start making qualifications. If you say to me, “If you are to haul from Van- . 
-couver through Canada to Newfoundland what portion do you include”, I would 
say “a portion”; but some would say “if it were not for Newfoundland you 
would not have any haul.” If you say why don’t you give more of the 
Canadian picture you get into an argument on it. On the bare figures we 
show a deficit in our operations in Newfoundland of over $5 million in a year. 
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Mr. BROWNE: Where are those figures? 


Mr. GORDON: They are included in the system figures. There is no regional 
breakdown. We show them in the general income. 

Mr. BRowNnE: You have no figures for the regions? 

Mr. Gorpon: No figures of the kind you are trying to get. 

The CHAIRMAN: Have you the answer to Mr. Macdonnell’s question 
regarding the C.P.R.? 

Mr. Gordon: The only record we have of those figures are from the 
published accounts. The only figures brought to my attention about this 
capital program is that they have estimated an annual expenditure over a five 
year period of an average of $95 million a year. 

Mr. MACDONNELL: What are their assets as compared to yours. 

Mr. Gorpon:. The total assets shown as of December 31st, 1951, are 
$1,860,037,600. . 

Mr. FULTON: $2,493,000. 

Mr. GORDON: $2,768 millions in our case. But I am giving you 1952. Their 
case is 1951. . 

Mr. MAcDONNELL: Before we pass on I have a point of privilege I wish * 
raise. I wish to make one comment. I think it is in the highest degree un- 
fortunate that this committee has taken the position that in respect of the 
. Pitt-Fort Garry incident, which ended in a state of confusion, the people of 
Canada should not have been allowed to have all the relevant facts. Everyone 
believes that there were facts in the two letters from Mr. Pitt to Mr. Sommer- 
ville which I was unable to read and which the committee refused to have Mr. 
Sommerville called to produce that would have been enlightening if the people 
of Canada were allowed to know them. I submit that this was an arbitrary 
and unfair use of party majority, a denial of free speech and of the simplest 
principle of justice, and a further instance of the fact that the power of the 
government will be used in every way to protect themselves, quite regardless 
of public interest. 


The CHAIRMAN: Gentlemen, I hope you will bear with me again if I 
make a comment on the same subject. Every member of this committee has 
a right and I hope always will have a right to his own opinion and to freely 
express his own opinion. Mr. Macdonnell has freely expressed his opinion. 
I do not agree with it and I believe a large majority of this committee does 
not agree with it. I believe we have passed a very important milestone in 
regard to the operation of Crown companies in this country. I believe that 
the committee used exceedingly good judgment in confirming which they did 
the decision which was made by the government of this country when the 
Canadian National Railway system was put on a corporate basis rather than 
a departmental basis, and Mr. Macdonnell, I would call your attention to the 
fact, if I may—and I trust there will be no offence in my doing so—that in 
the final vote and final decision which was made by this committee yesterday 
in regard to this important matter it was not a question of Liberal vs Con- 
servative but that the other two parties, the Social Credit party and the 
C.C.F. party, joined in making that decision. 

Mr. FULTON: In the absence of Mr. Knight. 

The CHAIRMAN: The party was well represented. Mr. Gillis was here. 

Mr. GILuIs: Hear, hear. 


The CHAIRMAN: Gentlemen, we have concluded our work and as your 
chairman I do wish to thank you once again for the same type of co-operation 
which you have always lent to the chair in regard to our work, and I know 
that on behalf of the committee you would want me to extend to Mr. Gordon 


, 
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and to his staff our sincere thanks for the very valuable assistance which has 
been given to the committee in connection with our work in reviewing the 


activities of the Canadian National Railways for the past year and their budget 
for the current year. : 


Mr. McLure: I think you might have added something and said this, 
that we have entertained the management of the Canadian National Railway 
up here for a number of years on this committee and I think it is up to them 
now to invite this committee down to Montreal for the next session and let 
us have the three days down there on their budget. 

Mr. GorDoN: That would be railway interference with politicians. 

The CHAIRMAN: We will adjourn until eleven o’clock tomorrow morning. 
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ORDERS OF REFERENCE 
THURSDAY, March 12, 1953. 


Resolved,— That a Sessional Committee on Railways and Shipping owned, 
operated and controlled by the Government, be appointed to consider the 
accounts and estimates and bills relating thereto of the Canadian National 
Railways, the Canadian National (West Indies) Steamships and Trans-Canada 
Air Lines, saving always the powers of the Committee of Supply in relation 
to the voting of public moneys; and that the said Committee be empowered to 
send for persons, papers and records and to report from time to time, and that 
notwithstanding Standing Order 65, in relation to the limitation of the number 
of members, the said Committee consist of Messrs. Benidickson, Bourget, 
Browne (St. John’s West), Carter, Cavers, Churchill, Cleaver, Dumas, Follwell, 
Fraser, Fulton, George, Gillis, Healy, Helme, James, Knight, Macdonald 
(Edmonton East), Macdonnell (Greenwood), McCulloch, McLure, Mott, Mutch, 
Picard, Pouliot, Thomas. } 


Monpay, March 16, 1953. 


Ordered,—The Annual Reports for 1952 of the Canadian National Railways, 
the Canadian National (West Indies) Steamships, the Canadian National 
Railways Securities Trust, and the Auditors’ Report to Parliament in respect 
to the Canadian National Railways and Canadian National (West Indies) 
Steamships, tabled this day, be referred to the Sessional Committee on 
Railways and Shipping owned, operated and controlled by the Government, 
together with the following items of estimates for 1953-1954: 

Vote 467—Prince Edward Island Car Ferry and Terminals—deficit: 

Vote 471—North Sydney, N.S.—Port aux Basques Ferry and Terminals— 
deficit; 

Vote 476—Maritime Freight Rates Act—payment of twenty per cent 
reduction in tariff of tolls to Canadian National Railway and 
other railways operating in territory fixed by the act. 


And that the resolution passed by the House on January 28, 1953, 
referring certain estimates to the Committee of Supply, be rescinded insofar 
as the said resolution relates to Votes 467, 471 and 476. 


TuEsSDAY, March 17, 1953. 


Ordered,—That the Annual Report of Trans-Canada Air Lines for the 
year ended December 31, 1952, the Auditors’ Report to Parliament for the 
year ended December 31,1952, in respect of Trans-Canada Air Lines, and also 
the Operating Budget and Capital Budget for the calendar year 1953 in respect 
of Trans-Canada Air Lines, all tabled earlier this day, be referred to the 
said Committee. . 


WEDNESDAY, March 18, 1953. 


Ordered,—That the quorum of the said Committee be reduced from four- 
teen to eight Members. 


Ordered,—That the said Committee be granted permission to sit while the 
House is sitting. 


Ordered,—That the said Committee be empowerd to print, from day to 
day, 1,000 copies in English and 200 copies in French of its minutes of proceed- 
ings and evidence, and that Standing Order 64 be suspended in relation thereto. 
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THURSDAY, March 19, 1953. 


Ordered,—That the Capital Budget of the Canadian National Railways 
for the year ending December 31, 1953, tabled — us day, be referred to the 
said Committee. 


Ordered,—That the Capital Budget of the Canadian National (West 
Indies) Steamships, Limited for the year ending December 31, 1953, tabled this 
day, be referred to the said Committee. 


FRIDAY, March 20, 1953. 


Ordered,—That the name of Mr. Chevrier be substituted for that of 
Mr. Bourget on the said Committee. 
Attest. 
LEON J. RAYMOND, 
Clerk of the House. 
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REPORT TO THE HOUSE 
FRIDAY, March 27, 1953. 


The Sessional Committee on Railways and Shipping, owned, operated and 
controlled by the Government, begs leave to present the following as its: 


SECOND REPORT 


Pursuant to the Orders of Reference of the House of March 12; 16, 1-7 and 
19, 1953, this Committee had before it for consideration the following: | 


1. The Annual Report for 1952 of the Canadian National Railways 
System, the Canadian National (West Indies) Steamships, Limited, 
and the Auditors’ report to Parliament in respect of the Canadian 
National Railways System and the Canadian National (West Indies) 
Steamships, Limited. 


2. The Annual Report of the Trans-Canada Airlines for the calendar 
year 1952, and the Auditors’ report to Parliament for the calendar 
year 1952, in respect of Trans-Canada Airlines. 


. 3. The Annual Report of the Canadian National Railways Securities 
| Trust for 1952. 


4. The capital budget of the Canadian National Railways, the Canadian 

~~ National (West Indies) Steamships, Limited, for’ the year ending 
1953 and the operating budget and capital budget of the Trans- 
Canada Airlines for the calendar year 1953. | 


5. Vote 467—Prince Edward Island Car Ferry and Terminals—deficit. 


6. Vote 471—North Sydney, N.S., Port aux Basques Ferry and Ter- 
minals—deficit. 


7. Vote 476—Maritime Freight Rates Act—payment of 20% reduction 
in tariff of tolls to Canadian National Railway and other railways 
operating in territory fixed by the Act. 


Your Committee held ten meetings, during which the above-named matters 
were considered and evidence adduced thereon. 

The Annual Reports of the Canadian National Railways for 1952 disclose 
a net income of $24,305,448.00, as compared with $31,783,119.00 in 1951. How- 
ever, interest charges amounted to $24,163,121.00 in 1952, as compared with ' 
$46,815,115.00 in 1951 bringing about a surplus of $142,327.00 as compared 
with a deficit of $15,031,996.00 in 1951. The said Annual Report was adopted. 

- The Annual Reports of the Canadian National (West Indies) Steamships, 
Limited for 1952 disclose a net operating profit of $326,276.00 as compared 
with a net operating deficit of $31,576.00 for 1951. After inclusion of Vessel 
Replacement Fund earnings of $145,065.00 and payment of interest on bonds 
held by the public and on Government advances, there was an income deficit 
of $3,909.00 compared with an income deficit of $466,992.00 in 1951. The 
balance in the Vessel Replacement Fund at the end of 1952 was $5,018,229.00 as 
compared with $4,685,337.00 at the year end in 1951. The Insurance Fund 
balance was $2,354,572.00 against a balance of $2,046,654.00 at the end of 1951. 
The said Annual Report was adopted. 

The Annual Report of Trans-Canada Airlines for 1952 discloses a net 
operating revenue of $2,757,879.00, and that after payment of interest amount- 
ing to $750,000.00 on capital invested and making provision for income tax of 
$1,200,000.00, there is a resulting surplus of $807,879. as compared with a 
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surplus of $3,890,957.00 in the year 1951, during which year no income tax with 
respect to this company was payable. The said Annual Report was adopted. 

The Auditors’ Reports to Parliament with respect to the Canadian National 
Railway System, the Canadian National (West Indies) Steamships, Limited, 
and the Trans-Canada Airlines, also the Annual Report of the Canadian National 
Railways Securities Trust for the calendar year 1952, were anu considered 
and adopted. 

-The Financial Budgets of the Canadian National Railways System, the 
Canadian National (West Indies) Steamships, Limited, and the Trans-Canada 
Airlines, for the calendar year 1953 were examined and adopted. 

The items of the Estimates for the year ending March 31, 1954, being 
votes 467, 471 and 476, were considered and approved. 

The task of your Committee was greatly facilitated by the valuable 
assistance of Mr. Donald Gordon, C.M.G., LL.D., Chairman of the Board of. 
Directors and President of the Canadian National Railways; Mr. S. F. Dingle, 
Vice-President, and Mr. T. J. Gracey, Comptroller, both of the Canadian 
National Railways; and Mr. G. R. McGregor, ene of the Trans-Canada 
Airlines, and Mr. W. S. Harvey, Comptroller. 

A copy of the evidence adduced in respect of the matters aereed is 
appended ‘hereto. 

All of which is respectfully submitted. 


HUGHES CLEAVER, 
3 Chairman. 


MINUTES OF PROCEEDINGS 


THURSDAY, March 26, 1953. 


The Sessional Committee on Railways and Shipping owned, operated and 
controlled by the Government, met at 11:00 o’clock am. this day. Mr. 
Cleaver, Chairman, presided. 


Members present: Messrs. Benidickson, Browne (St. John’s West), Carter, 
Churchill, Dumas, Follwell, Fraser, George, Gillis, Healy, Helme, James, 
Macdonald (Edmonton East), Maedonnell (Greenwood), McCulloch, MeLlire: 
Mott, Mutch, Pouliot. 


In attendance: Messrs. G. R. McGregor, President; W. S. Harvey, General 
Auditor; S. W. Sadler, Auditor, and Mr. R. C. McInnis, Director, Public Relations, 
all of the Trans-Canada Air Lines, and Messrs. Frank P. Turville, J. D. Morison, 
and D. T. G. Padley, Chartered Accountants, of George A. Touche & Company, 
Accountants. 


The Committee considered the following reports in respect of the Trans- 
Canada Air Lines: 


1. Annual Report, 1952. 
2. Operating and Capital Budget, 1953. 
3. Auditors’ Report to Parliament, 1952. 


Mr. McGregor was examined with respect to each of the said Reports, 
being assisted by Mr. Harvey. 


The examination of Mr. McGregor being concluded on all matters referred 
concerning the Trans-Canada Air Lines, the above reports were adopted and 
the Chairman, on behalf of the Committee, congratulated Mr. McGregor and 
his entire staff on the extremely successful performance of T.C.A. in 1952. 


At 12:40 o’clock p.m. the Committee adjourned to meet again at the call 
of the Chair. 
R. J. GRATRIX 
Clerk of the Committee. 


MARCH 27, 1953. 


The Sessional Committee on Railways and Shipping owned, operated and 
controlled by the Government met, in camera, at 10:30 o’clock a.m. this day. 
Mr. Cleaver, Chairman, presided. 


Members present: Messrs. Benidickson, Browne (St. John’s West), Chur- 
chill, Dumas, Follwell, Fraser, Gillis, Helme, James, Knight, Macdonald 
(Edmonton East), Macdonnell (Greenwood), McCulloch, Mott, Mutch. 


The Chairman submitted a draft report on all matters referred to the 
Committee. 


After some discussion, and several amendments being proposed the said 
report was adopted without amendment, on division. 


At 11:05 o’clock a.m. the Committee adjourned sine die. 


R. J. GRATRIX 
Clerk of the Committee. 
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EVIDENCE 
MARCH 26, 1953. 


The CHAIRMAN: Gentlemen, we have before us this morning the Trans- 
Canada Air Lines report. We are pleased to have Mr. G. R. McGregor back 
with us once again, and he has with him Mr. W. S. Harvey, Comptroller; Mr. S. 
W. Sadler, Auditor General Accounts; and Mr. R. C. MacInnes, Director of 
Public Relations. Shall Mr. McGregor proceed with reading the report? 


Agreed. 
~ Mr. McGREGOR: 


TRANS-CANADA AIR LINES 


MontTREAL, February 28, 1953. 


To The Right Honourable, 
The Minister of Trade and Commerce, Ottawa. 
Sir: 

The Board of Directors submit the Annual Report of the Trans-Canada 
Air Lines system for the calendar year 1952. 

The rapid development of the airline’s earning power and capacity for 
public service that has characterized recent years proceeded at an unslackened 
pace. For the first time in TCA’s history, over a million passengers were 
carried. The volume of passenger transportation rose by 20 per cent, while 
aircargo and air express traffic increased by 30 per cent and mail volume by 
8 per cent. 

There was a considerable expansion of services and far-reaching plans 
made for future development. For the fourth year in succession the Company 
was able to carry on its business without the introduction of new capital. 

It affords satisfaction that in a year of further cost increases the airline 
was again able to show a substantial net income, this year amounting to 
$807,879, for all services, after tax of approximately $1,200,000. 


Financial review . 


There follows a tabulation of the 1952 operating results compared with 
those of 1951: : 


1952 1951 Increase or 
(Decrease) 
Operating Revenues .. $55,057,708 $48,010,301 $7,047,407 
Operating Expenses .. 52,744,741 43,336,120 9,408,621 
Operating Income .... $ 2,312,967 $ 4,674,181 ($2,361,214) 
Non-operatingIncome 
ING UL ictal cibete ef ca, 444,912 33,224 478,136 


$ 2,757,879 $ 4,640,957 ($1,883,078) 
Interest on Capital ; 


THVESTEC ane sistejee ds 750,000 750,000 — 
TNGODRC MW, mete wee ee ok $ 2,007,879 $ 3,890,957 ($1,883,078) 
Provision for 

IncomeTax 2.0.22 1,200,000 — 1,200,000 
Net Income .......... $ 807,879 $ 3,890,957 ($3,083,078) 
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Comparative earnings before taxes in 1952 were $1,883,078 less than in 
1951. North American operations showed a decrease of $1,019,024, while the 
overseas service net was down by $864,054. 

System operating revenues increased by 15 per cent, due principally to. 
the steady growth of the Company’s passenger business, although income from 
express and cargo transportation was also greatly improved. On the North 
Atlantic, however, passenger revenues declined by $939,283, due to the major - 
fare reductions which were made effective May 1. The increased traffic that 
was stimulated on this route, although considerable, was not sufficient to com- 
_ pletely offset the lower unit fare. — 
| System operating expenses increased by 22 per cent due primarily to the 
direct cost associated with the increased mileage flown, increased traffic carried 
and the related increase in payroll expense which alone amounted to almost 
five million dollars. The percentage rise in expenses was, however, also 
affected in 1952 by exceptional items resulting from the fleet expansion pro- 
gramme. | 

The higher level of expense did not signify any deterioration of airline 
efficiency. In spite of it, the unit cost of producing air transportation decreased 
to 39.6 cents per available ton mile, thanks to the productivity of staff and 
equipment, combined with a greater business volume. 

While it is hoped that this trend will continue, cost tendencies, largely 
beyond the company’s control, demand that the future be regarded with 
caution | : 

The balance sheet for the year just closed reflects a satisfactory financial 
and cash position. The Company is committed to heavy expenditures for 
capital account during the next eighteen months. But it will be possible to 
meet these payments by recalling the Company’s funds which are on loan 
temporarily to the Canadian National Railways. Capital expenditures for 
which TCA is committed over the next two and a half years approximate 
$35,000,000, against which progress payments of $5,600,000 have already been 
made. : 


“a 


Operations and traffic review 


The steady growth of the airline’s transport work is reflected in the 
following statistics: 


; Per Cent 

1952 1951... .. Increase 
Total Aircraft Miles Flown .... 28,600,919 25,090,068 14 
Passengers .Carried:.\. vii ueou en”. 1032518 ObasOok 16 
Passenger Miles Flown ......... 653,961,415 545,160,296 20 
Passenger Miles Available ...... 881,585,954 745,279,578 18 
IVE AN POR, NETOS 6) hig Gl 4,843,052 4,468,093 8 
Purcargo; PonwWiiles!; i rise, Nae 5,643,920 4,237,880 36 
AIy suxpress’:Ton. Miles (23) 3" 1,398,507 1,174,096 19 

Revenue Ton Miles Flown ..... 77,495,093 65,173,848 je ae 
yoni Milés/Available. San oe he ota Wit Re VANE 108,705,797 22 


Service expansion 


TCA flew 14 per cent more scheduled miles on all services than in 1951. 
Flight frequencies were increased on a number of routes, notably the trans- 
continental, where a fifty daily service was operated during the summer 
months. On the North Atlantic, daily flights were operated in all months 
except November and December, while Caribbean schedules were increased 
during the winter season. North Star service was extended from Montreal to 
Newfoundland, with scheduled stops at Moncton, Sydney and St. John’s. 
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The first direct air service between Canada and Germany was inaugurated 
on November 5, with an initial schedule of one round-flight a week. Dussel- 
dorf, the eastern terminal, is well located to attract business travel from the 
industrialized Ruhr area and to serve the air transport needs of the Canadian 
troops stationed in the Federal Republic of Germany. 

Within Canada, Fredericton was added to the domestic route pattern on 
February 1. A once-weekly flight from Montreal was scheduled to serve Goose 
Bay, previously dependent upon North Atlantic operations. 

Such progress was made in the levelling of the peaks and valleys of 
seasonal demand that the Company found it advantageous to provide 8% 
more domestic service for the winter months of 1952-53 than had been the 
case a year before. This healthy trend was due in no small measure to the 
_airline’s reputation for operational dependability, supported by a record of 
97% of all scheduled miles completed. 


Passenger traffic 


The airline carried 1,132,518 passengers on all services in 1952, a figure 
that gives perspective to TCA’s growth when placed beside the 443,782 
passengers carried five years ago in 1947 and the 104,446 passengers of 1942. 
shh To meet the rising demand for air service, TCA increased its domestic 

seating capacity 20% during the busiest traffic season by a combination of 
aircraft modification and additional flying. Under these circumstances the 
heaviest emphasis was placed upon a service improvement campaign to pro- 
mote a high level of efficiency in all branches of the Company, but particul- 
arly with regard to functions of a reservations and passenger handling nature. 

There were no fare increases during the year, and indeed there has been 
no increase in the cost of air travel to TCA’s passengers since April 1, 1947. 
This condition is virtually unique in a period of consistently rising prices. 


On the North Atlantic, there was a May 1 reduction of almost $200 in 
the price of a round-trip ticket, as TCA joined other carriers in the intro- 
duction of low-fare service. Because of fleet limitations, the Company chose 
- to operate a single standard of service pending delivery of aircraft of larger 
capacity now on order. 


Carriage of immigrants from the British Isles and Europe, under arrange- 
ments with the Canadian Government, terminated on April 30. From the 
inauguration of immigrant transport in December, 1950 to its conclusion, TCA 
accommodated over 10,000 such passengers, with 3,000 of these travelling 
in the first four months of 1952. 

There was a 41% increase in Bermuda and Caribbean passenger traffic 
as trade quickened between Canada and the West Indies and the vacation 
popularity of the southern resorts grew. 

Commodity traffic 

There was further orderly and steady development of commodity traffic 
throughout the TCA system. The air line continued to provide convenient and 
frequent shipping service by allocating cargo accommodation on all flights, as 
well as by offering express service on domestic routes. 

Nevertheless, considerable cargo space remained available on most North 
American operations and, on July 1, the Company made an over-all reduction 
in its aircargo tariff of 10 per cent as a first step in a long range plan having 
as its objective the greater utilization of existing cargo capacity and the 
ultimate justification of the operation of all-cargo aircraft through progressive 
reductions in the cost to shippers. a 

TCA continued to be the principal North Atlantic aircargo carrier 
operating through the Montreal gateway. Here, and in contrast with the 
domestic situation, loads approached capacity level both eastbound and west- 
bound. 
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With trade restrictions somewhat relaxed in the British West Indies, air 
shipment on the Company’s southern routes showed marked improvement. 
Increased cargo for South American destinations also developed. Et 
Mail traffic ; 

TCA continued the general carriage of first-class mail in Canada over 
routes where the use of air transport ensured more rapid delivery. In 
consequence, the nation enjoyed one of the most expeditious postal transport 
services in the world. 

Both domestic mail volume and mail revenue increased moderately. 
However, the Company’s remuneration per mail ton mile decreased from $1.45 
in 1951 to $1.39 in 1952, Maintaining the steady downward trend of recent 
years. | 

Effective February 1, the Post Office Department introduced a substantial 
reduction in Air Parcel Post rates, with the result that there was some 
increase in the volume of this traffic. 

North Atlantic mail load rose by 26 per cent with eastbound volume 

heavily predominating. Very little traffic was received from the United 
Kingdom postal authorities. Mail given to TCA for carriage on its Bermuda 
and Caribbean flights was almost negligible. ox) 

There was a further decline in the percentage of system mail revenue to 
total revenue, this amounting to only 14 per cent in 1952, as compared 
with 15 per cent in 1951 and 48 per cent a decade ago. 


Routes 


At the close of 1952 Trans-Canada Air Lines was operating on 9,916 miles 
of domestic routes and an overseas route pattern of 8,999 miles. In aggregate, 
this was an increase of 1,586 miles or 9 per cent from the previous year. 

TCA’s flights now embrace nearly 50 communities in Canada, the United 
States, the British Isles, France, Germany, Bermuda and the Caribbean. Not 
only are Canada’s major cities linked by air, but a comprehensive system of 
Overseas air transport now serves the nation’s foreign commerce and the 
international travel requirements of its citizens. Over these routes the airline 
scheduled in 1952 a daily average of 74,149 aircraft miles and 2,404,538 
available passenger miles. F 

The route map on pages 12 and 13 illustrates the wide scope of the 
airline’s work. 


Property and equipment 


Three more North Stars, purchased in 1951, entered domestic service 
early in the year, bringing to 23 the number of these aircraft in the fleet. 

As a further step to expanded carrying capacity, the Company undertook 
the addition of eight seats to each of the 40-passenger North Stars in North 
American service. This was done without operational penalty or change in 
the space available to the individual passenger. The work of modification was 
done at the Winnipeg overhaul base and by year-end was 65 per cent completed. 

Performance of the North Star fleet was again of the highest order. These 
aircraft achieved a daily utilization of approximately ten hours during the 
busiest traffic months, a figure which is unrivalled in the industry. 

The Company’s fleet of 26 DC-3s used in passenger service and the DC-3 
cargoliner which has been part of this fleet since March, 1947, operated effi- 
ciently and at a high utilization throughout the year. ; 

In the interest of national defence, TCA continued the overhaul of RCAF 
training aircraft under contract with the Department of Defence Production 
in a programme designed to relieve trained military staff for operational duties. 
This project was concentrated at the Winnipeg base where 1,395 aircraft were 
handled during the year. 
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A contract was let for the construction at Malton Airport of Canada’s 
largest commercial aircraft hangar. This will be required by the growing fleet 
and the rapidly increasing flow of air operations through Toronto. 

To speed airline communications of both an operational and reservations 
character, provision was made for a number of telephone circuits interlocking 
various key offices and stations. As supplements to the established teletype 
circuits they proved of great value. 


Airport and airway facilities 


Although terminal facilities at the majority of Canada’s major airports 
leave much to be desired and are being seriously taxed by the growth of air 
traffic, some progress was made at specific points. The airline continued to 
make recommendations to the Department of Transport on these matters and 
the two organizations cooperated usefully on many occasions. 

Completion of a new airport near Saint John, N.B. enabled TCA, after 
January 1, to offer improved service to that city. Driving distance between 
Saint J hn and its airport was reduced from 40 to 10 miles. 

The Company transferred its New York operations from La Guardia Field 
to Idlewild Airport on March 2. While this action was initially taken for the 
sole purpose of reducing aircraft congestion at the former point, it will have 
the ultimate effect of obtaining for TCA a decided improvement in passenger 
handling facilities. 

The Department of Transport undertook the construction of new and 
superior airport terminal buildings at Moncton and the Lakehead. An extension 
was made to the seriously crowded Winnipeg terminal, and modifications of 
a helpful nature were made to the Dorval domestic airport building. 

Important runway construction took place at Regina and Vancouver. 


Personnel 


Staff of Trans-Canada Air Lines numbered 6,224 at the close of 1952, an 
increase of 712 from the previous year. This moderate enlargement of the 
Company’s working force was due solely to the larger scale of operations 
and the record traffic volume. The fact that a 13% increase of staff was 
accompanied by a 23% increase of available ton miles and a 20% rise of 
passenger business is testimony to the efficiency of personnel. | 

Noteworthy was the employment of 47 additional pilots, bringing to 413 
the number of Captains and First Officers in TCA service. 

In September, Mr. George S. Cowie was appointed Treasurer, succeeding 
Mr. C. D. Cowie, retired. 

In November, Mr. W. S. Harvey was appointed Comptroller, succeeding 
Mr. T. H. Cooper, retired. 


Development 


In 1952 TCA completed its fifteenth year of service, but the potentialities 
of the air transport industry permitted no abatement of the Company’s planning 
for its future growth. Rapid development of new aircraft types gave further 
impetus to this phase of the airline’s activities. 


Future aircraft: 


During 1952, TCA placed orders amounting to over $23,000,000 for three 
additional Super Constellations to be used on overseas. services, 15 Vickers 
Viscount aircraft of the turbine propeller type for Canadian intercity flying 
and three Bristol air. freighters designed specifically to carry aircargo. These, 
combined with the airline’s present flight equipment, will constitute one of the 
most modern and balanced fleets of commercial air transports in the world. 


~— 
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The Super Constellation, a greatly enlarged version of its able predecessor, 
is, in the Company’s judgment, the contemporary aircraft best equipped to 
provide an economical and high standard of operation on long-haul services. 
Equipped with four engines of the new compounded turbine-reciprocating type, 
this 65-ton airliner will reduce present trans-Atlantic flight times by as much 
as four hours. Flexibility of the cabin interior will permit various seating 
arrangements and combinations of standard and low-fare service. Initially, 
TCA’s Super Constellations will carry 63 passengers. A total of eight of these 
aircraft are now on order and expected to enter service in the spring of 1954. 

With the delivery of Vickers Viscounts later in 1954, TCA will become 
the first airline to use aircraft of the gas-turbine type on North American 
routes. The Viscount is the most recently developed medium ranged civil air 
transport in the world. Its four Rolls-Royce Dart engines will provide Cana- 
dian air travellers with high.speed, vibrationless flight and an exceptionally 
low cabin noise level. Turbine propeller power has the added advantage of 
overcoming the present inefficiency of the pure jet engine on short and medium 
ranged flights and eliminates the necessity of flying at a very high altitude 
for economic operation. 'TCA’s Viscounts will supplement the present fleet on 
major intercity runs. | 


Aircargo Planning 


Years of aircargo development and planning culminated in 1952 in plans 
to broaden still further the scope of this established shipping service. By 
ordering Bristol air freighters, TCA became the first scheduled airline in 
North America to order aircraft designed specifically for the loading, unloading 
‘and the transport of commodities. Other so-called cargo types in use are 
adaptations of basic passenger aircraft designs. These freighters, each capable 
of carrying six tons of load, will begin operation in late 1953 over the 
Winnipeg-Toronto-Montreal route. 

The July reduction of 10% in domestic aircargo rates. proved valuable in 
assessing market potential as part of the Company’s long range cargo devel- 
opment plans, and it was therefore decided to file a tariff providing for a 
further 30% reduction. Market analysis indicates that with TCA’s present 
frequency of operation, and with the single exception of that portion of the trans- 
continental run where the freighters will be employed, ample cargo accommo- - 
dation will be available on established flights even at the lower rate level. 
In any case, it will continue to be the Company’s Boney to provide the additional 
capacity where it is required. 


Route planning 


Certain important changes to the domestic route pattern were also 
planned for implementation at the earliest possible dates. Lethbridge and 
Regina will be added to the transcontinental route in the spring of 1953, 
although continuation of this service through the latter point during the 
winter months will be dependent upon the completion of necessary runway 
construction. Both these cities are at present served by DC-3 intercity opera- | 
tions. In addition, application was made for authority to operate a daily 
service between Sault Ste. Marie, Sudbury, North Bay and Ottawa, with a 
connecting Toronto-Sudbury service and a northern extension to Timmins. 
This project, which would mean greatly improved transport for the Northern 
Ontario centres, must also wait upon basic airport installations. 


Immediate outlook. 


It follows from the plans just described that 1953 will be a year of active 
preparation for Company service expansion. Many development expenses 
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will be involved from which no return can be expected until 1954. Under 
these circumstances, there is likely to be some decline in net financial results. 
In spite of these cautioning prospects, the future of Canadian air trans- 
portation, growing within the framework of a flourishing economy, must be 
regarded with confidence. It will remain the Company’s policy to provide 
the best airline service consistent with the maintenance of sound economic 
standards. The Board of Directors feel that the results achieved in 1952 again 
demonstrate the efficiency, industry and skill of the Airline’s personnel and 
gratefully acknowledge the loyal and effective work which has been done. 


For the Directors: 
* G. R. McGREGOR, 
President. 
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TRANS-CANADA AIR LINES 
STATEMENT OF INCOME 


Operating revenues: _ | : Year 1952 Year 1951 
Pe ASSOC BOT. eve uma eis. oN $42,022,616 $36,911,889 
EATS nek OLE ac aem aay oP ane 7,698,641 7,225,149 
Hxpress)and, Caton i 2 oy aa 3,380,337 2,643,210 
Excess. Barra ges) eid es - 350,184 212 MASE 
Charterand..Other eiig eae.: 139,667 91,079 
Incidental Services—Net ....... 1,466,263 866,261 
Mote Lien ot yee eens $55,057,708 $48,010,301 
Operating expenses: 
Bieht *Operationgiss accomiee nes 3 $11,317,143 $10,024,720 
Ground) Operations. . 55.5 py: ay 8,590,652 6,849,644 
Maintenance 20 4 ic BR wee 14,438,386 11,245,130 
WICDLECIALION ees i das os Ws 4,378,715 3,740,560 
-Passenger Service ooo. lees ' 3,281,646 2,676,216 
Sales and Reservation Service .. 6,512,953 5,234,276 
Advertising and Publicity ...... 1,183,906 113 7,582 
. General and Administrative .... 3,041,340 2,428,042 
OGD Sepa eee tee | $52,744,741 $43,336,120 
Operating Income .............. $ 2,312,967 $ 4,674,181 
Non-operating Income—Net .... 444,912 33,224 
$ 2,757,879 $ 4,640,957 
Interest on Capital Invested .... 750,000 750,000 
BICONE ost eet he sae cy re IE Na $ 2,007,879 $ 3,890,957 
Provision for Income Taxes .... 1,200,000 — 
Net Income’... 2 eee. SME e jal tre HOU bere $ 3,890,957" 


The CHAIRMAN: Thank you, Mr. McGregor. 


The Right Hon. Mr. Howe asked me to convey to the committee his 
regrets that he is unable to be with the committee this morning and indeed, 
today. It had been planned that the TCA report would be taken up yesterday, 

and the Right Hon. Mr. Howe had that day clear. But today he has to be in 
cabinet this morning and out of the city this afternoon. However, he will be 
in Ottawa tomorrow if any point should come up as to which any member of 
the committee might wish to ask questions of him. 

_Are there any questions on page 3 of the report? 

Mr. FRASER: On the matter of the increase in mail volume, did the Post 
Office Department pay you in accordance with that increase? 

_ Mr. McGrecor: No. The agreement which is in existence between the 
Post Office and the TCA calls for a fixed payment with a certain maximum 
carriage. But the Post Office has not yet quite reached that maximum. 

Mr. FRASER: You have not reached that point yet? 

Mr. McGrecor: That is right. So the increase in volume did not produce 
any additional revenue to the airline. 

_ Mr. Fraser: How near are you to that maximum? 

73245—2 
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Mr. MEG RECO: I would have to look Ghat up. We have those Abies 
The CHAIRMAN: Does page 1 carry? 


Carried. 

Page 2? 

Mr. Browne: I should like to ask about the rates for air cargo as compared 
with the rates for air express. Is there any supplementary charge for air 
‘express over air cargo? ‘ 

Mr. McGrecor: Yes. 

Mr. Browne: There is an additional charge? 

Mr. McGrecor: Yes, there is an additional charge based upon priority 
of handling air express over air cargo. Air express is a door to door service 
while air cargo is an airport to airport service. . 

Mr. BROWNE: But it is similar? 

Mr. McGrecor: Basically, yes. 

Mr. Browne: And if you are in a hurry to get an express package, you 
will want it delivered to you as soon as the aircraft arrives at its destination? 

Mr. McGrecor: Yes. Due to the availability of capacity, it is normally — 
the case that air cargo travels on the first flights after reaching the airport, 
just as does air express. But if capacity were Boos then air express would G 
take priority in travel over air cargo. 

Mr. BROWNE: It would be handled by your own officials, would it not? 

Mr. McGREGOoR: Yes. 

Mr. BRowNnE: If I send a package express, you deliver it. If I mail a letter, 
it just goes to the post office and you have nothing to do with it? 

Mr. McGrecor: That is right. 

The CHAIRMAN: Does page 2 carry? 


Carried. 

Mr. FOLLWELL: Your air express is handled by the express company for 
you? . 
Mr. McGrecor: Yes, on a contract. We pay them. 

Mr. FOLLWELL: You do not maintain your own trucks? 

Mr. McGrecor: The question is about air cargo? 

The CHAIRMAN: Page 5 ? 

Mr. MAcDONNELL: How is your air cargu delivery eae 

Mr. McGrecor: Quite often by the shipper or the consignee who picks. 
it up at the airport, or delivers it at the airport. But if he requests it to ee 
picked up or delivered, there is an express service provided. 

The CHAIRMAN: Does page 5 carry? 

Mr. FRASER: On page 5 it says that the North American operations showed 
a loss, and also that the overseas net was down. Now, in regard to that, 
what do you contemplate in 1953? Is it going to be down again? 

Mr. McGrecor: The net? 

Mr. FRASER: Yes. 

Mr. McGrecor: Yes, I think it will be. Our operating budget indicates a 
net profit of $600,000 as compared with $800,000 for 1952 for the reasons which 
are mentioned. A great deal of the expenditure—and that includes some 
equipment—will be undertaken this year both in the matter of personnel and 
supplies. And the revenue from the new equipment will not become available zi 


until 1954. 
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Mr. Fraser: You are paying out that money this year? 
Mr. McGrecor: That is right. 
Mr. FRASER: You are paying it out of income; you are paying capital 


expenditures out of that? 


Mr. McGrecor: No. I was referring to the hiring and training of personnel. 

Mr. FRASER: I see, and to special equipment? 

Mr. McGrecor: Yes, but not capitalized equipment. You see, there will 
be materials which are normally not capitalized. 

Mr. FRASER: I see. 

Mr. BROWNE: Are the reductions in fare all-the-year-round reductions, 
or just seasonal reductions? 

Mr. McGregor: In the case of the North Atlantic, there were two reduc- 
tions, but they covered the whole year. However, in the case of domestic 
operations, we put in two seasonal reductions which are not year round 
fare reductions. They are, the introduction of family fare plans during the 
winter months and also a discount to commercial travellers during the winter 
months. : 

Mr. BROWNE: Could you give me the fare, let us say, from Gander to 
London? 

- Mr. McGrecor: Yes. I think it is in the time table, as a matter of fact. 

Mr. Browne: I wanted a comparison before the reduction with now. 

_ Mr. McGrecor: It is roughly $110. I would like to check that figure 
exactly. That is for one way? 

Mr. Harvey: We have not got the previous one. 

Mr. BROWNE: You mean there is a reduction of $110. What is the fare 


‘ now from Gander to London? 


Mr. Harvey: One way? 

Mr. BROWNE: Yes. 

Mr. Harvey: $205. 

Mr. BROWNE: It used to be $315. 


Mr. McGrecor: We can get that figure for you. One way Gander-London 
fare early 1952 was $339.20. 


Mr. BROWNE: Very well. 


Mr. MACDONNELL: I do not think you have explained the reason for the big | 
increase in non-operating income. 


Mr. McGrecor: No. I did not touch on that when I was reading my 
report. 


Mr. MACDONNELL: Would you mind dealing with it now? 


Mr. McGrecor: I could deal with it now and give you an outline. I would 
think that the interest revenue from the Canadian National that is our loan 
to the Canadian National of $13,500,000 was largely responsible for that. 


Mr. MacpdoNNELL: I noticed that loan. How can you explain that? 
Mr. McGrecor: That comes about from the fact that the investment in 


capital in TCA remains fixed. We have been recovering that capital in the 


substantial depreciation accruals which have gone on right along, but all 
authorized capital will again be required in 1954 for the payment of the 
equipment already on order. i 

In the meantime, $13 and one half million represents the recovery of capital 
from depreciation which is available to lend to the Canadian National Railway. 
They pay us 3 per cent on that capital, and our non-operating revenue increase 
accordingly. | a 
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Mr. MACDONNELL: What would that be? 

Mr. Harvey: Actually, that would be $377,254 for 1952 and in 1951 it was 
$127,000. ! . 

Mr. McGrecor: The advances to the Canadian National Railways have 
been progressive over a considerable time. - 


Mr. MACDONNELL: Would you just give us the history of your capitalization 
there ?5.: 

Mr. McGrecor: Yes. The company was authorized to issue $25 million 
of stock, all of which was to be made available for purchase by the Canadian 
National, and it was purchased by the Canadian National. It was fully issued 
by 1948, and that condition has remained static ever since. 

But, as the company began to acquire capital through depreciation accruals, 
it was agreed that this money would be loaned back to the Canadian National — 
at the same rate of interest which was being paid on the $25 million. The 
money cost us nothing and netted us nothing. But as that money accumulated 
-and was advanced to the Canadian National progressively, in the last year and 
a half it has had the effect of gradually decreasing our net capital interest cost. 

Mr. MAcDONNELL: You mention the $25 million figure from the Canadian 
National. It was a sort of basic figure. Will you now explain the $44 million? 
Your assets of $44 million are practically $20 million more. From what is that 
built up? 

Mr. McGrecor: There have been accruals to reserve funds, notably the 
insurance reserve, which adds to the net worth: of the company. 

Mr. MAcDONNELL: Certainly. 

Mr. McGrecor: And there has been the depreciation reserve, and an over- 
haul reserve of nearly $1 million. Those amounts of money which have come 
out of the current earnings over the years have all tended to increase the net 
worth of the company over its capitalization. 

Mr. MACDONNELL: I just wanted to get the exact figure. The liability 
shows that you have a reserve of 6 and 4. 

The CHAIRMAN: Yes, 6 and 4. 

Mr. MACDONNELL: 13; I am not able to figure out the full $19 million? 

Mr. Harvey: We had $20 million accrued over the years through deprecia- 
tion which we have used. Then there has been our surpluses. 

Mr. MACDONNELL: Do they make the difference between $25 million and 
$44 million? 

The CHAIRMAN: Included in the $44 million are current liabilities. 

Mr. MACDONNELL: That is true. I am looking at the assets side, and I ask 
_ where the difference comes, or the degree of difference, whether it be to 
expenditures or, looking at the liabilities’ side of the reserves and so forth? 

Mr. McGrecor: That is right. Most of it is offset on the assets side. There 
are moneys due to the company and they are offset under liabilities by the 
moneys payable to the company. . 

Mr. MACDONNELL: I have been trying to find this figure of $13,500,000 in 
the Canadian National balance sheet. Can you find it there for me? You have 
told us about your commitments for aircraft. You explained that you have 
ag ia 5000 with the C.N., towards that end. You have got some $5 million 
also? 

Mr. McGrecor: That is right. 


Mr. MACDONNELL: But there is nothing on the balance sheet to show that. 
I do not know if that is necessary accounting. 
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Mr. McGrecor: $5,600,000 appears on our balance sheet. It is a payment 
-already made and the rest is all in the future, commitments maturing beyond 
the period covered by this balance sheet. ; - 

Mr. HarvEY: We indicate in the narrative that we have a contingent | 
liability. 

Mr. FRASER: It shows a $1, 200, 000 provision for income tax, an increase to 
that amount over last year. Why? 

Mr. McGrecor: The company only became eligible to pay corporate income 
tax on January 1, 1952, as appears in the 1952 budget. Prior to that, the com- 
pany was not liable to pay income tax. That is the total amount of income tax. 
| Mr. FRASER: You did not have to pay income tax in 1951? 

Mr. McGrecor: That is right. 

Mr. FRASER: It shows here that you had increased traffic owing to the 
lowering of the fares on the overseas service. Are you putting on special 
planes for the Coronation? 

Mr. McGrecor: Yes. 

Mr. FRASER: + Will that show an increase in Nash revenues? 

Mr. McGrecor: I think it will. 

Mr. FRASER: Or is it going to cost more than what you get out of it? 

Mr. McGReEGor: No, I do not think it will cost more. But the net profit will 
be very small because the traffic is very directional.” 

Mr. FRASER: It is all one way? 

Mr. McGrecor: At any one time, yes. Everybody goes over, but there is 
little traffic coming back. After the Coronation the traffic flow will be reversed. 

Mr. FRASER: Will those passenger planes be able to carry express on the 
way back, or is any arrangement made to pick that up? 

Mr. McGReEGor: Oh yes, and that is one of the saving graces. 

The CHAIRMAN: Carried. 

Mr. BROWNE: Apart from the special circumstances of the Coronation, and 

dealing with page 5, is that passenger service on the North Atlantic justifying 
your decrease in the fare, or are you losing money? 
. Mr. McGrecor: It is not justifying it at the present time for the reasons 
referred to in our report. The present aircraft we are operating on the North 
Atlantic cannot take advantage of the additional number of passengers we 
would like to see and which are available at the lower fares. That is’a condi- 
tion which will be corrected by the introduction of the Super Constellations. 

Mr. BROWNE: You will have two fares then? 

Mr. McGReEGor: Yes. 

Mr. BROWNE: What will be the additional accommodation of the service? 

Mr. McGrecor: Quite a bit, although it does not sound very much. In the 
lower fare service passengers will be seated five abreast, in groups of three 
seats and two seats. Generally the space between the seats will be consider- 
ably less. The free baggage allowance will be 26 pounds less. 

Mr. BROWNE: You mean it will be 40 instead of 66? 

Mr. McGrecor: That is correct. And in addition, the meals are paid for 
by the low fare passengers, and no beverages are available to them. So 
altogether there is quite a difference in the standard of service between the 
two fare rates. 

Mr. BRownE: What would be the difference in the fares? 

Mr. McGrecor: Roughly $125 between Montreal and London. 

Mr. BROWNE: Will there be a reduction in the $205 fare? 
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Mr. McGrecor: No. That is the low fare. 

Mr. BROWNE: The other fare is increased? 

Mr. McGrecor: That is right. 

Mr. FRASER: You say that beverages are not allowed for these lower fares. 
But do you not make a profit from your beverages? 

Mr. McGrecor: I would doubt it very much. 

Mr. MAcCDONNELL: Why not? 

Mr. McGregor: They are expensive to carry. 

Mr. BROWNE: But there is no duty. 


Mr. McGregor: I mean that the actual transport of them, as well as of the 
other mixes which go with them. 


Mr. McLure: And they evaporate quickly. 
The CHAIRMAN: Page 6. 
Mr. McGregor: I think that is quite possible. 
The CHAIRMAN: Carried. , 
Are there any questions on ‘Operations and Traffic Review’’? 
Mr. MACDONNELL: On page 6 it says: ; 
In spite of it, the unit cost of ie ihe air transportation decreased 
to 39-6 cents per available ton mile,. 
It decreased from what? 
Mr. Harvey: From 39:87. 
The CHAIRMAN: Does page 6 carry? © 


™~ 
, 


Carried. 

Page 8? 

Mr. Carter: I wonder if Mr. McGregor could tell us if the North Star flight 
from Montreal to Newfoundland pays its way? 

Mr. McGRreGor: Yes and it is very popular, I am glad to say. . 

Mr. FRASER: In regard to the service to Germany, could you tell us more 
about it? 


Mr. McGrecor: Yes. The service is provided as an extension from the 
service to London. The flights go to Dusseldorf via London, and they have © 
a fairly short turn-around at Dusseldorf. We do not ‘“‘over- right? the crews 
or aircraft there. The traffic, while it has not been heavy so far, has been 


better than is normal with a new service. I think we can attribute that to the ~ 


fact that a lot of Canadian army personnel are located in Germany not far 
from Dusseldorf, which is a center of the area. We believe the service will 
prove to be financially satisfactory. 

Mr. FRASER: That is what I was going to ask you. 

Mr. McGReEGor: Yes. 

Mr. GEORGE: Do you carry traffic from London to Germany? 

Mr. McGregor: No, we have not the right to do so. We have not got es 
right to carry traffic Bet i6en London and Dusseldorf, or vice versa. 

Mr. MACDONNELL: That is true at both ends? : 

Mr. McGrecor: Yes it is. It would require a change in the bilateral air 


agreement between the United Kingdom and Canada, for us to have that 
permission. 


Mr. BRowNE: Mr. Chairman, I would like to ask Mr. McGregor about that 
service again between Montreal and St. John’s. Do you not find more people 
wanting to take passage that way than can get it? 


Mr. McGrecor: At certain times and on certain days of the week, yes. 
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“Mr. BROWNE: Are you thinking of expanding that at all, because that route 
is so much quicker and more convenient. 
Mr. McGrRecor: Yes, but before we can do anything we will have to get 


-~ delivery of the equipment that we have on order. 


Mr. BROWNE: You won’t be able to do anything this year, then? 

Mr. McGrecor: I am afraid not. 

Mr. FRASER: In connection with the carriage of immigrants from the British 
Isles and Europe, do you make a profit on that? 

Mr. McGrecor: Yes, it was a profitable traffic. It is over now, as you 
know; that reference is to last spring. ! 

Mr. FRASER: It is mentioned in your report here and that is why I wanted 
to ask regarding it. 

Mr. Mott: Regarding the service from Vancouver to Ottawa, since you 
changed the number of flights there is that flight which drops you off at Toronto 
at four o’clock in the morning, and then you have to wait till eight o’clock in 
the morning before you can’ get out. It was better before that change. 

Mr. McGreGor: We are putting on additional service. We are going to 
have six flights, six daily transcontinental flights, this spring and that requires 
a certain warping of timetables from the most desirable times in order to 
provide that amount of transportation with the existing fleet. I think it could 
be said, where we are working the existing fleet hard, and that naturally has 
a tendency to deteriorate the desirable flight departure and arrival times. That 
situation, as I say, will exist not much longer, but it will exist, I am afraid, 
until the delivery of the new equipment starts. 

Mr. Mott: Well, you changed it last year, did you not? 

Mr. McGreGor: Yes, that was when we went to five flights. 

Mr. Mott: But you had four flights before? | 

Mr. McGrecor: That is right. 

Mr. Mott: And you changed it to five? 

Mr. McGReEGor: Yes, and we are going to six this spring. 

_Mr. FOLLWELL: It will be worse then? 

Mr. MutcH: Do you intend to expand the service from Toronto to Ottawa 

when you put in these six transcontinental flights, and thus eliminate that 


long wait in the middle of the night? 


Mr. McGrecor: Yes, I believe there is a good connection on the April 26th 
timetable, but we have to provide a reasonable interval of time at Toronto in 
order to compensate for the situation when the transcontinental flight might 
be late in arriving at Toronto. 

Mr. MutcH: There would not be any sas abate for ‘increasing the 
number of flights between Toronto and Ottawa? 

Mr. McGrecor: I believe that the total number of flights is eight between 
Toronto and Ottawa now. 

Mr. Mott: You seem to quit about 11 o’clock at night. 

Mr. McGrecor: There is one flight after that. 

Mr. Mort: If you are just a little bit late for the flight at nighttime, you 
might as well catch the train from Toronto to Ottawa, from that time on it is 


_a terrible service. 


Mr. GrorcE: Do you anticipate installing a through service between Ottawa 
and the east? For instance, now we have a lay-over in Montreal of four hours. 
Mr. McGREGOR: Yes, except on one flight. I think the service involving all 
intercity transportation will be improved with the delivery of the Viscounts—_ 
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will be very much improved. The Viscounts will be more than 100 miles an 
hour faster than the North Star, and 165 miles an hour faster than the DC-3’s. 
As the traffic grows between two specific points, it begins to be possible to 
justify direct flights between those points. . 
The CHAIRMAN: What is the speed of the Viscount? é 
Mr. McGReEGorR: 305 miles an hour, cruising. 
Mr. CARTER: Are they more economical in operation? 


Mr. McGreEGor: We believe they will be, but cannot say definitely until we 
find what the maintenance costs of engines will be. 


Mr. Mort: When do you expect to have them on the Canadian routes? 


Mr. McGREGOR: We expect delivery to start in September of next year and 
continue till April, 1955. 


Mr. Mott: What route will they go on first—routes in eastern Canada? 


Mr. McGrecor: I think they would start on services between Montreal and 
New York, Toronto and New York, Montreal and Toronto, both direct and via — 
Ottawa, Montreal and the maritimes, and then if the new route that was 
referred to in the report, is provided by that time they would operate to 
Winnipeg, Sault Ste. Marie and the Lakehead through Sudbury from Ottawa 
and Montreal. 


Mr. Mort: You are not planning to put any on the transcontinental runs? 


Mr. McGrecor: No, because of the comparatively short range of the air- 
craft. : 


Mr. FOLLWELL: What is the accident or safety record of the T.C.A. in 
comparison with other air lines? 


Mr. McGrecor: Well, that is a point that is difficult to talk about. 


Mr. FOLLWELL: I always understood you were best. I was just wondering 
if you could confirm that. 


Mr. McGrecor: That has to be related to the total volume of transporta- 
tion provided by a company. There are companies that have had a longer, a 
very much longer, period of time accident free than T.C.A. has. On the 
other hand, they have been providing a very much smaller operation. So it 
has to be related to how much flying has been done. The International Air 
Transport Association measurement states it as “passenger fatalities per one 


million passenger miles flown”. The answer, as far as the T.C.A. is concerned 
at the moment, is zero. 


” 


Mr. FOLLWELL: How does your company settle claims in connection with 
accidents in which people are killed? 


Mr. McGrecor: That is a matter for the claims department to work | 
out in conjunction with the legal people, and claims are paid to next of kin, 
depending on the circumstances. 


Mr. FOLLWELL: What I mean by that is, do you carry insurance on these 


coverages with outside firms or do you carry it yourself? 


Mr. McGrecor: We carry insurance both with respect to passenger 
liability and the hull of the aircraft and property damage up to $1 million 
as first deductible. We insure ‘our catastrophic risk up to $5 million with 
- outside underwriters. | 


Mr. FRASER: In regard to insurance that the passengers can buy from 
your firm, do you issue that insurance yourself or is that provided by an 
outside company? 


Mr. McGrecor: No, that is an outside company. That insurance is -not 
bought from T.C.A. 


Mr. FRASER: You sell it from your offices, though? 


i ae 
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Mr. McGreEcor: Yes, and we aiso have vending machines at the airports 
and some city ticket offices. 


Mr. FRASER: And you get a commission on that? — 
_. Mr. McGrecor: Yes. 
Mr. FRASER: In regard to the Montreal-New York flight and the Montreal- 


Toronto flight. Both these flights have the same mileage, but you charge more 


for your Toronto-Montreal flight than on the Montreal-New York flight. Why 
is that? Is it because you have not a monopoly on it? 

Mr. McGrecor: No, for another reason, Mr. Fraser; or rather, for two or 
three other reasons. In the first place, the Montreal-New York service is 
probably the oldest transport service on the continent. It was originated 


by the Canadian Colonial, which was later taken over by the Colonial 


Airlines, and the fare on that service is an extremely old one which has 
not been, for some reason or other, changed by that operating company. 
When Trans-Canada Air Lines obtained the right to parallel that operation, 
it was naturally necessary for it to meet the fare that had been in effect for 
some time. 

Mr. FRASER: You got permission to fly that route a year ago? 

Mr. McGrecor: Yes; but actually the costs of operating the Montreal- 
New York route, as compared with Montreal-Toronto, are considerably less 
for two or three reasons, principally fuel. The fuel cost of gasoline purchased 
at New York is 19-85 cents per imperial gallon. The cost of the same gallon 
of fuel at Toronto is 28-79 cents. Both those figures are stated in Canadian 
funds and relate to an Imperial gallon. 

Mr. FRASER: Is there any-tax on either of those figures? 

Mr. McGrecor: Yes, but it is included. There is an airport gas charge on 
the Canadian purchase which is included. in that figure for Toronto. 

Mr. FRASER: Of how much? 

Mr. McGrecor: One cent per gallon. I believe it is. 


Mr. FRASER: In that case, then, you buy all your gasoline for those 
flights in the United States? 

Mr. McGrecor: As much as is permissible. 

Mr. FRASER: Can you travel from New York to Montreal and return 
on one load? 

Mr. McGrecor: Not usually, it would depend on wind conditions and 
the lead in the aircraft, and so on. ; 

Mr. FRASER: And you pick up the extra then in Montreal for the return? 

Mr. McGrecor: That is right. In addition, the landing fee paid in 
New York is $12, and the landing fee paid in Toronto is $19.50 per flight. 

Mr. FRASER: That is a government field, too? 

Mr. McGREGorR: Department of Transport. 

Mr. MAcDONNELL: Would it be appropriate here to ask Mr. McGregor if he 
could say something about the development of air cargo business? I gather 
that you are not booked to capacity at the moment. I would like to ask you 


two questions: chiefly, whether you feel you have done the maximum in 
attracting business by lowering rates, and, secondly, to ask if there is 


anything in connection with new. types of construction which will hold 


prospects of greatly increasing air cargo business. Could you let us have 
some remarks on that? 
Mr. McGrecor: I would like to. We do not feel that everything possible 
has been done in the matter of developing cargo. It is a continuing and ac- 
celerating development. We have made progressive reductions in our cargo 
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tariff over the years, we have been in the cargo business,’ by the way, since — 


1948—and we have put three reductions in force, the last one in fact being 
the July 1st reduction of 1952 which the report refers to. In addition to that, 


we filed in January of this year a further reduction of 30 per cent, but the. 


implementation of it was suspended by the Air Transport Board because of 
the Canadian Pacific Air Lines application which was about to be heard. In 


addition to that, the amount of advertising that has been devoted tO" aires 


cargo and the direct sales stimulation has increased steadily. We now have 
47 employees in the system devoting their activities entirely to the development 


of air cargo business, and our expenditures in the matter of advertising have | 


gone up steadily and will continue to do so. 

Touching on the other point that you mentioned, you will note that the 
report referred to the purchase of three Bristol freighters. If the manufacturer’s 
statements can be relied upon, and I think they can, the cost of providing air- 
cargo transportation in these aircraft will be considerably lower than would 
have been the case had we ordered cargo adaptions of passenger type aircraft. 
I look for a continuing increase in the speed of development of air cargo. 

Mr. MACDONNELL: Could you give us one or two illustrative figures to 
show the comparative freight charges now on a certain type of commodity? 
Mr. McGregor: Yes. I think it could be said that our average over-all 
rate per ton mile of air cargo costs the shipper about 28 cents. 

Mr. MACDONNELL: How would that compare with rail costs, and costs of 
shipment by sea? 

Mr. McGreEcor: It is many, many times the rate of sea transportation of 
cargo, and it varies considerably with respect to rail express, depending on 
how circuitous the rail route is. I think it is only slightly more than the rail 
express rate between such points as Calgary and Vancouver, and perhaps 
twice the rail express rate between Montreal and Toronto. 

Mr. MACDONNELL: Are there any commodities which especially seek air 
transport? 

Mr. McGregor: Yes, flowers in season, cut flowers particularly, drugs, 
furs, styled clothing, photographic equipment, exposed unprocessed films and 
movie films. 

Mr. FRASER: Chicks? 

Mr. McGrecor: Chicks, and turkey pullets in great numbers at certain 
seasons. é , 

Mr. BROWNE: How about the transportation’ of articles requiring re- 
frigeration, like fruits and fish? Have you done anything about that? 

Mr. McGrecor: Yes, we have carried fresh fish with rather indifferent 
success, and I think that same experience applies to other air lines, but there 
is no provision for refrigeration in cargo carrying aircraft, at the present time, 
and I doubt if there will be because of its weight. : 

Mr. Browne: But they ship lobsters, don’t they, and fresh salmon, which 
are high priced? be: 

Mr. McGregor: Yes, and lake trout to some degree. 

Mr. BROWNE: Do you carry any of these products from Newfoundland? 

Mr. McGrecor: No. We did on an experimental basis carry some east 
coast fish products—cod fillets, lobsters and oysters—from the Maritimes to 
Montreal and Toronto, but the traffic, frankly, could not bear the cost at that 
time. 


Mr. CHURCHILL: Mr. Chairman, on this general question of passenger 
traffic and commodity traffic, I wonder if Mr. McGregor could give us some — 


more information in general terms with regard to the future development of 
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air travel in Canada. I notice in the past 10 years that passenger traffic has 


increased 10 times, and I note by the map here that there are other air lines 


operating in Canada. One of the questions I would ask is this: does Mr. 
McGregor foresee a time when the increase in air travel and in air cargo would 
bring about an increase in the number of air lines operating in addition to the 
Trans-Canada Air Lines now? In connection with that, I wonder if Mr. 
McGregor would care to comment -on a statement he apparently made in 


Winnipeg a little while ago in connection with this matter of air cargo. I 
did not see the news report of the statement, but I did see an editorial 


comment in the Winnipeg Free Press, on which I wonder if Mr. McGregor 
would like to say something. From that I would just read one paragraph. 
I am raising the question, only for information—I have formed no opinion 


with regard to these matters whatsoever—but this has become a matter of 


public interest.and perhaps this is the occasion on which comment could be 
made. This one paragraph simply says: 


Mr. McGregor gave reasons why his company should continue to 
hold a monopoly of the transcontinental air service, and why the pend- 
ing application of the Canadian Pacific airlines (now before the Air 
Transport Board) for a license to fly a transcontinental air freight service 
should be refused. | 


That is the end of the quotation. On these two points, could you enlighten us 
as to what you see is the development of air travel in Canada, and whether 
or not other air lines will be given an opportunity to participate in this develop- 
ment of traffic? 


Mr. McGrecor: Yes, I would like to comment on the quotation which you 
read, though first I should say that I did not plead the case in Winnipeg because 
it was under consideration, and still is, by the Air Transport Board, but I did 
quote, as I understand I was permitted to do, from the evidence which had 
been submitted in public at that hearing. I think the T.C.A. case in that 
record can be summarized in these words: The history of air transportation, 
particularly in the United States where the development has run ahead of 
this country, due to the fact that they got into civil air transportation earlier 
than did Canada, has been that a route can be operated on an economical basis 
while the frequency is reasonably high, and the frequency over any one route 


~ at which that condition of economic operation occurs varies with the specific 


conditions associated with that route, but it is certain that if the transportation 
on any one route is divided between two or more carriers so as to produce the 
condition where the daily frequency of flight becomes lower than that economic 
minimum, then everybody loses money, and that has been proven time and 
time again. There was a tendency at one time in the United States to say to 
anybody who applied for a licence on a route which was already being served, 
“Yes, go and try it”, and the condition arose in which the losses incurred 
by -those companies had to be made up by the form of subsidy used in the 
United States of increasing the mail pay. 


Our feeling is that there will come a time in the history of Canadian 
development when two companies may be operating on a transcontinental 
basis and each have a frequency high enough to keep it profitable and still 
operate at reasonably low rates. We feel that that state of development is a 
considerable time in the future. We feel certain that the introduction of 
competitive service of that type now would produce a lowering of the frequency 
by both companies below that minimum frequency which I mentioned. I 
think it should also be said that the so-called transcontinental monopoly is 
rather threadbare at the present time. We have paralleling services from the 
west coast virtually as far east as Winnipeg, except for a few gaps here and 


there, and we have competing service over a number of our maritime routes. 
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Furthermore, a_ transcontinental Canadian air operation is automatically 


paralleled by the United States services operating a short distance south of the _ 


border, and it is not an unusual thing for a man travelling between Vancouver 
and Montreal or Toronto to avail himself of that competition. 


Mr. MAcCDONNELL: Do any of these lines operate in Canada? 
Mr. McGrecor: Over the transborder routes, Buffalo to Toronto, Seattle 


to Vancouver, both are operated by American carriers. - : 
Mr. GEORGE: On that route, do you sell the ticket for the whole trip? 


‘Mr. McGreGor: Not in the case of the passenger beginning his travel with 
another carrier. If the travel begins with us, we would sell the whole ticket. 


Mr. FOLLWELL: Do you get a commission for selling tickets of that nature? 


Mr. McGrecor: Not on services between the United States and Canada.. 
We do on international services. 


Mr. FOLLWELL: If you sold a ticket from Toronto to Vancouver via the 
United States, and from Buffalo the passenger went to Seattle by an American 
air line and then went from Seattle to Vancouver, would you get a commission 
on that part between Buffalo and Seattle in the United States? | é 

Mr. McGrecor: No. By agreement we will sell tickets for American air 
lines and they will sell on ours without commissions being paid either way. 

Mr. CHURCHILL: Do you consider these arguments apply equally to pas- 
senger traffic as to air cargo? | 

Mr. McGrecor: Yes. 


Mr. BROWNE: May I ask a question about the fare. I mean the food sup- 
plied, the menu. Is there any prejudice against the serving of fish on Fridays 
on air lines? I have never seen it served. 

Mr. FRASER: What—serve flying fish! 

Mr. McGrecor: There is a slight prejudice because the serving of a fish 
meal in an aircraft tends to produce an unpleasant odor throughout the cabin 
throughout the flight, although that prejudice is over-ruled and we do serve 
fish meals on Friday. TI had one myself, recently. 

Mr. BROWNE: On which route? . 

Mr. McGregor: I was flying between London and Toronto. 

Mr. BROWNE: Well, I have never seen any between Newfoundland and 
Ottawa. We have never had it between Newfoundland and Montreal. 

Mr. McGrecor: I feel sure fish meals are frequently served on that route 
too. It is not a must and, frankly, we are not very keen on the result of 
carrying fish meals, because they do tend to be somewhat odoriferous. 


Mr. BROWNE: When they do do that, do they have a full fish meal? 
Mr. McGrecor: No, it is just the main course of fish. 


Mr. MACDONNELL: I was interested in Mr. Churchill’s question and I would 
like to ask you to say a word or two more about competition, first of all, going 
back to competition with American planes. If you fly from Seattle to Toronto, 
can you have a through flight on the same plane? = Soe 


Mr. McGregor: You have to change at Buffalo or Chicago. 


Mr. MAcCDONNELL: Would you say a little more about the extent of com- 
petition existing in your Canadian business. I think that generally perhaps we 
like to avoid monopolies, but on the other hand you have pointed out a real 
difficulty, and I see the difficulty. Can you tell us a little more about the com- 
petition? You said, for example, that there was a good deal even presently ~ 
existing, but I gather from what you said it is more in the nature of bits and 
pieces, perhaps a little bit of competition and then a gap. That is not very 
real competition in the transcontinental sense, is it? | 
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Mr. McGrecor: That is quite true. Competition is keen enough over the 


_ short legs and the short routes, but there is a major gap between Winnipeg and 


" Toronto. 


Mr. MACDONNELL: Can you say how much of your present income is gained 


in a competitive area, over-all? 


Mr. McGregor: It would be only a guess, but I think it would be not a very 
large percentage of the total. 


Mr. MACDONNELL: I mean, over-all, the Atlantic area, the whole business. 

Mr. McGrecor: That would be a different picture. We are in intense 
competition on the Atlantic. 

Mr. MacDONNELL: You are doing well there? 


Mr. McGregor: Satisfactorily well. We are in competition, after a fashion, 
at virtually all points in the Caribbean. We are competitive with all the major 
transborder routes, Montreal-New York, Toronto-New York, and we are 
competitive, as I described at both ends of our transcontinental operations, with 
limitations. I would think a fair guess might be that perhaps 45 or 50 per cent 
of our total revenue came out of competitive routes. 

Mr. MACDONNELL: Well, then, can you answer this question: do you do 
much worse there than you do where you have no competition? 


Mr. McGrecor: No, but where the competition exists the condition that 


I mention also exists of a high density of traffic. Montreal-New Yotk.ane 
Toronto-New York are two of. the heaviest routes we operate. . 


Mr. MAcCDONNELL: Montreal to Toronto, is that fairly dense? 
Mr. McGReEGor: Yes, that is fairly dense, too. But that is about the only 
one I would say where there is a density of traffic that might justify competition. . 


Mr. FOLLWELL: I wonder if Mr. McGregor would comment on this. I 
notice in the report that the Post Office Department has made substantial 
reductions in the air parcel post rates, with the result that there is some increase 
in that business. In spite of the fact that you get more traffic in air parcel 
post, you do not get more money? 


Mr. McGrecor: No, that is correct. 


Mr. FOLLWELL: You are still on a fixed fee basis for operating that service? 
Mr. McGregor: Yes. That will continue until the gap between the exist- 


ing total volume and the contracted total volume is closed. 


‘Mr. MAcDONNELL: It has been said by representatives of the C.P.A. that 


competition is a good thing. Would you agree with that general proposition, 
that competition is a good thing? 


Mr. McGREGor: Yes, once the volume of traffic has reached the point where 


you will not be operating an uneconomically low number of services. 


_ Mr. FRASER: On your Bermuda route, is that seasonal? 
Mr. McGregor: Yes, but not as seasonal as some of the other resort area 
regions. 
_ Mr. Fraser: But you do good with your air service there in the summer? 


Mr. McGrecor: Yes, from spring through to early fall, the reduction in 
traffic is not as pronounced as in the case of Caribbean points. 


Mr. MAcDONNELL: Is the Canadian National helping you in every way to 
get as much freight traffic as possible? 


Mr. McGrecor: I have not noticed it particularly. 

The CHAIRMAN: “Passenger Traffic”, and ‘“‘Commodity Traffic’? 
Carried. 

‘Routes’? 
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Mr: FRASER: You have not carried “Mail Traffic’ on. page 11 yet. a i 


ne ie 


believe Mr. McGregor has said that he could get the figures in regard to how 


close you were getting to the load limit on the post office contract. 

Mr. McGrecor: Just a minute. 

' Mr. Harvey: The commitments for the year were 5,400,000 ton- miles, and 
we fiew 4,217,000. 

Mr. FRASER: You say 4,217,000. There is a difference of 1 million odd; 
and was your parcel post carried on that same rate? 


Mr. McGregor: Yes, that rate applies to the total content of mail, and we | 


do not know or care whether it is made up of parcels or letters, it is all turned 
over to us in bags. 

Mr. FRASER: On account of your beaveing the rates, that fact should raise 
the tonnage very quickly? 


Mr. McGrecor: I would think so. It is not a very well known service as _ 


yet. The air parcel post has not had a great deal of publicity, and like most 
things it requires time in order to be extensively used by the public. 


Mr. FRASER: Education? 

Mr. McGrRecor: Yes. 

Mr. FRASER: The Post Office Department have had circulars out on it. 
Mr. McGrRecor: Yes. 

The CHAIRMAN: Are there any questions on the heading of ‘‘Routes’’? 
Carried. 


“Property and Equipment’’, page rh? 

Carried. : 
Mr. FoLLWELL: I take it that the North Stars are doing a mighty fine job? 
Mr. McGrecor: Yes, and we are very happy with them. 

Mr. MacponNnELL: Are they more quiet now? 

Mr. McGrecor: Not yet, but we hope they will be soon. 

Mr. FRASER: There has been quite a change in the engine? 


Mr. McGrecor: I think Mr. Macdonnell was referring to the plan which 


I mentioned last year in which we would have cross-over exhaust manifolds 
installed. A good manifold has been developed for well over 18 months. 
An order was placed for 122 sets, but delivery delays have been encountered 
I am sorry to say. However, we expect to start to get the cross-overs in 


volume in June, and we hope that if the manufacturing problems are 


- completely eliminated, we will have the whole fleet equipped by September — 


of this year. But as I say regretfully, I have ,been Bree Une that same > 


gospel for two years now. 
Mr. FRASER: In those two years there has been quite a change in the 
light metals they can use in those exhausts. Have you changed those too? 


Mr. McGrecor: That has been part of the delay. 


Mr. FRASER: I would think so, because in the last few months there has_ 


been another metal crop up which they could use. 

Mr. McGrecor: Yes, but that probably is not available in the quantity 
required. 

Mr. MutcH: The main change is that we are getting used to the noise. 


The CHAIRMAN: Shall “Property and Equipment” carry? 
Carried. 


“Personnel’’? 
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Mr. BROWNE: There is the heading of “Airport and Airway Facilities” 


before that on page 14, Mr. Chairman, and I would like to ask what facilities 


there are at Torbay Airport? I have seen people Siar an there because daa 


were no seats on which to sit down. 


Mr. McGrecor: The airline is not responsible for the passenger handling 
facilities at airports. That is the function in most cases, depending on the 


administration of the field, of the Department of ranscort 


Mr. BROWNE: Can you tell me what arrangements you have got te land 
your aircraft at Stephenville? 


Mr. McGrecor: We have permission from the United States authority. 
That service has been in effect for over two years now. It is an agreed stop, 
and it is named in the bilateral agreement with the United States. 

Mr. BROWNE: It does not cost you anything? 

Mr. McGrecor: Just the landing fees. 

Mr. BROWNE: What do you pay there? 

Mr. McGrecor: I think we can give you that. 


Mr. Harvey: I have it here. The rate for North Star aircraft is $20.03 
per landing, and the DC-3 $5.15 per landing. 


Mr. BROWNE: I have one other question. Have you got a GCA approach 
system in effect at Torbay? 


Mr. McGreGor: We have nothing to do as an airline with the establish- 
ment or operation of air navigational aids. That is all the function of either 
the Department of Transport of the military services involved. 


Mr. Browne: Is that service there, or when you get there during a fog, 
do you have to go away and come heck again? 


Mr. McGreGor: We have the ILS at Torbay, but not the GCA. 


Mr. MACDONALD: With regard to airport or airway facilities, and re- 
garding terminal facilities, we notice there is quite a differential between 
New York and Toronto. You are giving reasons for not putting the Vickers 
Viscounts in service west of Winnipeg because of fuel capacities and so on. 


Mr. McGREGOR: Yes. 


Mr. MACDONALD: Would another reason be that terminal facilities west of 
Wrthnipeg are not suitable for such aircraft? 


Mr. McGrecor: No. I would not say they would not go into service west 
of Winnipeg. I say they would not be used on the transcontinental flights. 
However we will probably make use of them on shorter routes west of Winni- 
pes. 

Mr. Macpona.p: Is there a difference between the various airports with 
respect to landing fees, and the cost of fuel which would keep you from ex- 
tending them to those fields? 


Mr. McGrecor: No I do not think that applies. But the point which you 
mentioned of the administration building capacity could very seriously apply 
in regard to that operation. I personally think that Vancouver is the only 
place in Canada which has adequate passenger handling facilities at the 
present time, and that is perhaps due to the fire there some few years ago. 


Mr. MacpoNALpD: There has been some interesting comment recently with 
regard to moving the airport at Edmonton, in respect to leaving the present 


field, the city field there for the local flying club, and moving all the larger 


aircraft to another base. Perhaps suitable arrangements could be worked out 
with National Defence? 


Mr. McGREGOR: Yes. 
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Mr. MacponaLD: How would that suit your convenience. Would it add ~ a 
materially to your landing fees, to your cost of gas or your fuel costs? ¢ iy 

Mr. McGRrecor: I do not think that the cost of moving would have any 
material effect along those lines. But as an airline we would be sorry to see 
it happen because we feel that one of the drawbacks of an airline is the time 
and the distance involved between city centers and the airports. Consequently 
we think that any extension of that distance would be a retrograde step. 

Such things as occurred in Newark a year ago create some argument. 
But I personally feel that there is very little difference in the municipal hazard 
between using an airport one mile away and using an airport which is 5 miles | 
away. es ) 
Mr. MACDONALD: There is some feeling that eventually the airport in 
Edmonton will have to be relocated. i 

Mr. McGrecor: Yes. | 3 

Mr. MACDONALD: Do you foresee any type of aircraft being put into opera- 
tion by your company that would make the facilities at Edmonton obsolescent, 
in so far as your company’s use of the airport is concerned? | 

Mr. McGrecor: Not with what we have on order or’ in contemplation 
would it be true. 

Mr. MACDONALD: Would the facilities at the Namao base be suitable for 
your operations, if it were decided that the present airport in Edmonton would - 
not be used for heavy aircraft, and that they should go outside the city? 

Mr. McGrecor: So far as I know that is true. 

Mr. MAcDONALD: Thank you. 

Mr. FRASER: On page 14 it mentions that: 

“TCA continued the overhaul of RCAF training aircraft under 
contract with the Department of Defence Production. . .” 

Do you do that work on a cost plus basis? 

Mr. McGREGorR: Yes. 

Mr. FRASER: What does it amount to in the year? 

Mr. McGrecor: You want the total amount of money? 

Mr. FRASER: Yes. : 

Mr. HARVEY: Included in our dccounts this year there is the sum eof 
$800,000. 
Mr. FRASER: That is the gross. . 

Mr. Harvey: No, the net. That is reflected in our revenue account. That 
is the net. : 

Mr. FRASER: That is the net profit? 

Mr. Harvey: Yes. You were speaking about the contract? 

Mr. FRASER: Yes. a 

Mr. Harvey: Exclusive of any overhead, if we applied our overhead, we 
would then net only $165,000. | 

Mr. FOLLWELL: Is that a continuing arrangement with the department, 
or will it be finished in a year or so? 

Mr. McGRrecor: Frankly, we do not know. The original intention was 
that it should have quite a short life. I think the desire of the RCAF, \ was 
to make it short lived, in order to tide over the situation while their organiza- . 
tion was built up. But it has extended longer than was originally planned. 
Two or three times an expression of opinion has been given by the RCAF 
that it would have to be extended again. I must say that we are in some 
doubt as to how much longer it will remain in the company. 


Se ~~ 
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Mr. FOLLWELL:, You feel it is of some help to your line, to do these 
things? : ‘ 

Mr. McGrecor: Yes, it is of some help to us, because, it increases our 
total contact with experienced labour in Winnipeg. 
Mr. FOLLWELL: It helps to train personnel? 

-Mr. McGrecor: Yes. . 
Mr. JAMES: There have been times when you have had a little trouble 
with fog around Malton. Has any study been given to using Oshawa as an 
alternative airport? It is about as close to Toronto, comparatively, as Malton. 


Mr. McGrecor: That is true, and there are studies going on. I was talk- 
ing to Group Captain Davoud about it only two days ago and it may well be 
that Oshawa, with some additional surfacing, can be a satisfactory alternative 
to Malton. 


Mr. FRASER: In regard to the contract let for the construction of this 
hangar at Malton airport, is that one that you are putting up yourself? 


Mr. McGrecor: Yes. 

Mr. FRASER: What is the cost of it? 

Mr. McGregor: $3,800,000. 

Mr. FRASER: And when will it be ready? 

Mr. McGrecor: I hope it will be ready by the end of this year. 


The CHAIRMAN: Are there any further questions on “Airport and Air- 
way Facilities’? 


% 


Carried. 

Mr. FOLLWELL: It says here that the company transferred its New York 
operations from La Guardia Field to Idlewild Airport. And you say that it 
will have the ultimate effect of obtaining for TCA a decided improvement 
in passenger handling facilities. Is it making any improvement in the number 
of passengers that we have? 

Mr. McGrecor: I think the word ultimate was in my reference to an 
improvement, because it certainly does not exist yet. It refers to the future. 

The CHAIRMAN: Carried. 

Mr. BROWNE: On “personnel’’, do the airway dispatchers at Gander come 
under you? 

Mr. McGrecor: We use our own dispatchers. They are employees of TCA. 

Mr. Browne: Did they not have a dispute about compensation which they 
were receiving, quite recently? 

Mr. McGrecor: Not our dispatchers. 

Mr. BROWNE: Perhaps it was in the Department of Se aa 

Mr. McGrecor: I think it must have been. 

The CHAIRMAN: “Personnel’’? 

Carried. 

“Future Aircraft’? 

Mr. FRASER: Is Mr. McGregor going to say anything about these new 
Super Constellations he is putting in? 

Mr. McGrecor: The report, I think, covers it quite fully. Technically, 
they are an evolution from the Constellation aircraft previously or now in 
service with many of the major airlines of the world. The 1049 C can be seated 
in many arrangements up to, I think, a maximum for high density seating 
throughout the aircraft of 98 passengers. They are powered by a Wright 
engine which is known as the 3350 compound engine. They take the normal 
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piston engine in such cases and construct them with three turbines, and get i 
a resulting additional horsepower of about 450. The power from the turbines — 
is geared to the main crank shaft of the engine. It is a°very economical engine 
to operate. It produces about '3,600 horsepower for take-off, and it seems 
to*be the logical step between a straight piston engine and the turbine type 
of power. We expect to have extensive economical operations with such 
aircraft. They will have been both as to airframes and engines, in commercial 
service for two years before we shall have them in our service. 

Mr. FRASER: Just what do you mean by that? 

Mr. McGrecor: The Eastern Airlines already have them. 

Mr. FRASER: You mean they are using them at the present time? 

Mr. McGrecor: Yes, and their experience with the aircraft is good. I 
think they have not yet operated with the new type of engine to which I 
referred. But the United States navy has had that engine in operation for 
about a year now. 


Mr. FRASER: You mentioned 98 passengers. You would not put in 98 
would you? 


Mr. McGrecor: That is right. 

Mr. FRASER: What will you put.in? 

Mr. McGregor: Sixty-three. 

Mr. FRASER: You say 63. There would be no reduced fares on that? 

Mr. McGrecor: Yes. That is a composite cabin arrangement. | | 
Mr. FOLLWELL: Is there a first and a second class fare in the same plane? 
Mr. McGreEGor: Yes. | 


Mr. FOLLWELL: What would be the difference in the service, if it is the 
same plane? 


Mr. McGrecor: I think we referred to that a short time ago. Seating 
arrangements are fairly congested and there are fewer amenities. 

Mr. MAcCDONNELL: More dense? 

Mr. McGrReEGor: Yes. 

Mr. FRASER: I take it they are a little more quiet than the North Stars? 


Mr. McGreGor: .Yes, but no more quiet probably than the North Stars 
will be after September. 


The CHAIRMAN: In regard to the motive power of the Vickers Viscount, 
what is that type of engine? 


Mr. McGrecor: It is a type of propeller engine which does away with 
all reciprocating parts. There are no pistons popping up and down, and no 
valves, and that accounts for its amazing freedom from vibration. 


The CHAIRMAN: Carried. 

‘‘Aircargo Planning’’? 

Carried. 

“Route Planning’? 

Carried. : 
“Immediate Outlook’? 


Mr. FRASER: With respect to this route planning and the routes which you 
have marked here on the main map, is that the only planning you have at the 
present time? 


Mr. McGrecor: Yes. 
Mr. FRASER: Will that be just the TCA or will it be competitive? 
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. McGrecor: The route through Sudbury? 

. FRASER: Yes. 

. McGrecor: I hope it will be just the TCA. 
. FRASER: But you are not sure yet? 


. McGrReGor: We have not even got the licence yet. 
The CHAIRMAN: Shall the report carry? 


Carried. 
Shall we now turn to the budget? 


TRANS-CANADA AIR LINES 


CAPITAL BUDGET—1953 


273 


Revotes New Items Total 
Airplanes $ $ 206,000 $ 206,000 
Engines 864,000 864,000 
Propellers 57,000 50,000 107,000 
Radio Equipment 74,000 418,000 492,000 
Instrument Equipment 72,000 72,000 
Passenger Service Equipment 233,000 233,000 
Spare Units and Assemblies 11,000 883,000 894,000 
Ground Communication Equipment 6,000 48,000 54,000 
Hangar, Shop and Ramp Equipment 94,000 432,000 526,000 
Motorized Vehicles Equipment 41,000 246,000 287,000 
Office Equipment 53,000 207,000 260,000 
Storage and Distribution Equipment 12,000 21,000 33,000 
Buildings 4,559,000 4,559,000 
Contingency 200,000 200,000 | 
$348,000 $8,439,000 $8,787,000 
STATEMENT SHOWING SOURCE OF FUNDS 
FROM WHICH CAPITAL EXPENDITURE 
IS TO BE FINANCED 

Net Income $ 600,000 

Depreciation Accruals 5,200,000 

Re-call of Deposits with CNR to extent of 3,000,000 

Funds available for capital expansion $8,800,000 


New Capital Required 


§ 
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-TRANS-CANADA AIR LINES — 
OPERATING BUDGET—1953 


Operating Revenues : $62,700,000 
Operating Expenses : ; 60,700,000 
Operating Income $ 2,000,000 
Non-Operating Expense—Net ee 500,000 
Income ee $ 1,500,000 
Provision for Income Taxes 900,000 
Net Income $ 600,000 


The CuamrMaN: “Trans-Canada Air Lines Capital Budget—1953”. Are 
there any questions? | 

Mr. MACDONNELL: ‘‘New capital required, nil.” 

The CHAIRMAN: Very refreshing! 

Mr. FOLLWELL: I have a question. It seems to me that the airlines—all of 
them, and I suppose we are the same—consistently seem to be locating their 
agencies in quarters which are very expensive. Does TCA follow that line too? 
I think they do. It seems to me that they get'a lot of overhead which would 
be unnecessary in comparison with the railway? 

Mr. McGregor: Personally I feel that is a criticism which is honestly 
directed at some airlines, but I do not think we are guilty of it. We have 
consistently refused to keep up with the Jones’s by having Fifth Avenue offices 
in New York. We think that if a place is reasonably convenient to ground 
transportation in a city for the purchase of tickets, that seems to us all that is 
required. We do not have these very expensive corner locations and “posh” 
offices. Those are things we have avoided consistently. 

Mr. MACDONNELL: What about Dorchester St.? 

Mr. McGrecor: That ground floor is shared by five different airlines. 

The CHAIRMAN: Carried. 

“Operating Budgets’. 

Mr. Browne: In the operating budget I notice there is no item for non- 
operating income which is included in the financial review. Is there any reason 
for that? ; 

Mr. Harvey: We netted the interest paid on $25 million against interest 
received on the deposits with the railway together with other items. 

Mr. BROWNE: You have got that in the non-operating expenditures? 

Mr. Harvey: That is right. 

Mr. Browne: Is the $500,000 the net of the two things? 

Mr. Harvey: That is right. 

Mr. CARTER: What kind of items are included in non-operating expendi- 
tures? May I have just an idea of that? 

Mr. McGrecor: Loans on which interest was charged, would be one... 

Mr. Harvey: And cash discounts taken. That is a big thing. It runs about 
$5,000 or $6,000 a month. 

é Mr. BROWNE: Who gets that? : 
. Mr. Harvey: The airline. Then there is the interest received on the 
deposits. That is the principal item. : 
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Mr. FRASER: In relation to the operating budget, you have a provision for 
income tax of $900,000, and on page 5 of the report you say it is $1,200,000. 


Mr. Harvey: That is right. 
Mr. FRASER: How do you come by that? 

~ Mr. McGrecor: You mean the difference? 
Mr. FRASER: Yes! 


Mr. McGrecor: First of all, we are assuming a lower operating surplus in 
-1953 than in 1952. And the second thing is, that there has been some reduction 
in corporate income tax, due to the budget: 


Mr. BROWNE: But you have got the same rate for both. You do not allow 
for the 60 per cent. 


Mr. McGrecor: I am glad ie say that it is not 60 per cent in our case. It 
is 52 per cent, I think. 


Mr. BROWNE: You have got 60 per cent of $900,000. 


Mr. Harvey: When we submitted this, it was before the good news came 
down, so we could not very well change it. 


Mr. Browne: It will be less than that, then? 

Mr. HARVEY: Yes. 

The CHAIRMAN: Carried. : 

Are there any further questions on “Operating Budget’? . 


Carried. 

Mr. GILLIS: Have you broken down in your report your operating expenses, 
or the percentage of your operating expenses which would be chargeable to 
wages and salaries? | 

Mr. Harvey: It is 43-86 per cent. 

The CHAIRMAN: Does the “Operating Budget” carry? 


Carried. 

Mr. Macdonnell, would you move that we dispense with the reading of the 
-auditor’s report? 

Mr. MACDONNELL: I so move. 

Carried. 


GEORGE A. TOUCHE & CO. 
Chartered Accountants 
LEWIS BUILDING 
465 St. John Street 
Montreal 1 


TRANS-CANADA AIR LINES 
24th February, 1953. 
The Right Honourable the Minister of Trade and Commerce, 


Ottawa, Canada. 
Sir, 

We have audited the accounts of the Trans-Canada Air Lines for the 
year ended 31st December, 1952, under the authority of the Trans-Canada Air 
Lines Act, 1937 as amended and we now report, through you, to Parliament. 

- Our examination of the accounts was made in accordance with generally 
accepted auditing standards, and included such tests of the accounting records 
and such other auditing procedures as we considered necessary in the circum- 
stances. In this connection we worked in collaboration with the executive 
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accounting officers having as a common objective the securing of. maximum 
internal protection to the Air Lines in the control of cash receipts and 
expenditures, securities held, material stores and accounts receivable of all 
types. The Air Lines are Ries protected by fidelity bond insurance with | 
outside underwriters. 

Our audit of the accounts included the yarifeatian of the Balance Sheet 
and the Statement of Income and certification thereof. 


STATEMENT OF INCOME 
Depreciation 


Provision for depreciation on capital assets was made during the year 
on the following bases: 
(a) Flight equipment in service— | 
North Star M2—6 year estimated life from date of being put into 
service. 
DC3—having been fully depreciated in 1951, no provision required. 


(b) Ground facilities—estimated life, the period depending upon the 
type of asset. 


Effective the lst August, 1952, the estimated life from date of being 
put into service of North Star M2 aircraft was reduced from 7 years to 6 
years, as it was considered that piston engined aircraft will be subject to a 
high rate of obsolescence. 

Depreciation of flight equipment arrived at as above indicated, has been 
increased by $335,000 thereby bringing the provision for the year into approx- 
imate agreement with the allowance permitted for income tax purposes. 

The procedure adopted in 1951 and reported on by us in respect of 
the two used North Star M2 aircraft purchased during that year, has been 
followed with regard to the used North Star M2 aircraft purchased in 1952, 
the net book value thereof having been brought into line with the depreciated 
value of similar aircraft owned by the Air Lines by a charge to flight 
equipment depreciation expense. 


Interest on Capital Invested 
Interest at the rate of 3% was paid to the Canadian National Railway 
Company on its investment in the capital stock of the company. 


Non-Operating Income—Net 
This account is principally comprised of interest on deposits with the 
Canadian National Railways and discounts earned on purchases. 


BALANCE SHEET 


Assets and Liabilities 


Accounts receivable and payable of all classifications have been tested 
by us with the subsidiary and controlling records, cash and other transactions 
subsequent to the year end, departmental files and general supporting 
information but such accounts have not been verified by direct communication 
with the individual debtors and creditors. 

A physical inventory of material and supplies was taken late in 1952. 
We have received a certificate from the responsible officers to the effect: — ; 


(a) That the quantities were determined by actual count, weight or 
measurement or by a conservative estimate where such actual 


basis was impracticable, and .' 


(b) That the inventory pricing was based on latest invoice price for 
new materials, and that proper allowance for condition has been 
made in pricing usable secondhand, obsolete and scrap materials. 
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teased values were brought into agreement with pu physical inventory 


by a credit to operating expenses of $14,000. 


During the year surplus funds of $2,500,000, rake available through 


- accumulated depreciation accruals, were deposited with the Canadian National 
Railways. The total of such surplus funds on deposit with the Railway at 


the year end was $13,500,000. Interest at the rate of 3% was paid to the 
Air Lines on these deposits. 

The Insurance Fund investments consist of securities of the Government 
of Canada, Canadian National Railways (Guaranteed by the Government of 
Canada), Provinces of Ontario and Quebec -and securities guaranteed by 
the Province of Ontario, together with cash and sundry current assets. The 
year-end market value of these securities was 9:36% less than cost. 


Capital Assets ; 

Property and equipment is carried on the basis of cost, less accrued 
depreciation. 

The classification of semi-consumable parts has been reviewed during the 
year, and in view of their rapid turn-over, it was considered advisable to 
record them as material and supplies. 

Progress payments on purchase of aircraft represent advances on the 
purchase of eight Lockheed Super-Constellations for delivery starting early 
in 1954 and fifteen Vickers-Viscount aircraft for delivery commencing later 
in that year. 


Insurance Reserve 

The Insurance Reserve amounts to $5,165,000 having increased $593,000 
during the year. As self-insurance accruals are not permitted as a charge 
against earnings for income tax purposes, aircraft hull insurance premiums 
have been suspended. The Insurance Reserve has, however, been increased 
during the year in line with the practice of previous years, part of the increase 
being effected by a transfer from Accrued Depreciation Reserve. 


Surplus 

After providing $1,200,000 for income taxes, the net income for the year 
amounted to $808,000, which has been reserved as a further contribution 
towards increased cost of future purchases of capital assets, bringing to 
$4,699,000, the total amount reserved for that purpose at the 31st December, 
1952. 


Where foreign currencies are involved, the balance sheet accounts of the 
Air Lines are converted generally as follows: 


(a) United States Currency—at the dollar par of exchange. 
(b) Sterling Currency—at the rate of $2.80 to the pound. 


Dollar amounts stated in this report are to the nearest thousand. 


Yours faithfully, 
George A. Touche & Co. 


The CHAIRMAN: Are there any questions on the auditor’s report? 

Carried. 

Before we adjourn, I know it would be the wish of the committee that I 
extend to you, Mr. McGregor, and to your associates, our thanks for the in- 
formation which you have given us. I know you will convey our congratula- 
tions to them. 


Mr. McGrecor: Thank you very much, Mr. Chairman. 
Mr. BRowneE: I think we ought to ask Mr. McGregor to extend to his 


I Macponn NELL: Teh 
ve com. etition ev ry 


a 


“now adjourned 


ae ee 


Ke Oy 
- in 


af 
set 


i a 


7 bY 
or 


B 
INCING SEC 
F. 


NOV 26 1980 


purl" a 


ot 


Hon" 


shyuds 
Bde 


sie 


sires 
ny " 
Seki 


geil 


Aceh 
ea aa 
racy 


eet 


ian 
fi 


Lice fir Ac ld 
Ba we Hea? 


